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} This mark tells you a product is made of modern, dependable Steel. 


How cold is up? We know that outer space can never be colder than minus 459.72° Fahrenheit—that’s absolute zero, the 
point at which all molecular motion ceases. We don’t know what coldness like this will do to materials, but we're finding out 
Scientists are using a heat exchanger to produce temperature as low as minus 443° Fahrenheit. They test materials in this 
extreme cold and see how they perform. Out of such testing have already come special grades of USS steels that retain much of 
their strength and toughness at —50° or below; steels like USS ‘T-1” Constructional Alloy Steel, Tri-TEN High Strength Steel, 


and our new 9% Nickel Steel for Cryogenics applications. And the heat exchanger to produce the —443° Fahrenheit is 
Stainless Steel! No other material could do the job as well. Look 


around. You'll see steel in a lot of places — getting ready for the : 
future. USS, “T-1" and TRI-TEN are registered trademarks. United States Steel 
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He’s worthy of life’s most precious trust 


Trust work often gets involved — in the nicest, most personal way. Over the years, 
o, the who knows how many trips to the museum or rides on the swan boat have been taken 
g out by Old Colony Trust officers ? 


Acting as executor, custodian, trustee or guardian, the Old Colony Trust officer in- 


n this Stinctively walks the extra mile, oftentimes in the treasured company of a small, 

sch of fatherless boy or girl. . . —_— Worthy of 

Steel We hesitate to make something special out of this warmly human act. Certainly it’s your Trust 
: not the prime function of a trust officer. Rather, the time spent off-hours, the personal 


reit is involvement, just seem to be part of the job. 

We wouldn’t have it any other way. Nor ap- 
parently would the legion of families all over OLD COLONY 
eel New England who look upon Old Colony as a TRU ST COM PANY 


most trusted friend. 
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Wherever your customers trade or travel, 
from Bangkok to Bonn, these men can be 


helpful. Through our International Banking Department, 
the Harris keeps in touch with banks in every country in the 


free world. This is one way we help our correspondents. How 
can we help you? | 


HARRIS "BANK fe 7 


Organized as N. W. Harris & Co. 1882—Incorporated 1907— Member Federal Reserve System... Federal Deposit Insurance Corporation ———_ 
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Cover Picture . 
distinctive not only because of its unusual 
beauty, but because it is located in a com- 
munity of more than 1,350.000 persons. The 
27-acre park of rolling hills, streams, lakes 
and flower beds is in metropolitan Toronto, 
scene of the Ninth Annual Conference of 
the Trust Companies Association of Canada. 
reported herein. The park was formerly 
part of a 600-acre farm owned by William 
Milne and his family for ever 100 years. 
It was subsequently broken up into parcels 
and in 1955 metropolitan Toronto bought 
the park site from R. E. Edwards, whose 
name was given to the gardens. This issue 
is T&E’s annual saluie to trusteeship in 
Canada, where the volume of estate, trust 
and agency funds administered by trust 
companies has risen to nearly $7,400,000,000. 

Photo by Ontario Dept. of Travel & Publicity. 
Oe Se OTS see saneraagat 
. Y., and Paters 


on, N. a 























THE 

SUN LIFE 
AGENT 
IS EXPERT, TOO! 


@ Yes, in planning a man’s 

estate, the life insurance agent can 
work closely with the lawyer, the 
accountant and the trust officer 

in providing the client with the best 
possible advice. For every estate 
needs dollars that will be immediately 
available to meet death taxes and 
other expenses attending death and so 
preserve the other assets of the 
estate. These are the dollars which 
life insurance can provide. 

And remember, when you are 

dealing with the Sun Life, you are 
dealing with one of the world’s 

great life insurance companies. 

Sun Life maintains 159 branch offices 
in key cities in Canada and the 

United States, with agency 
representation from coast to coast. 
With a wide variety of up-to-date policy 
plans, and with highly qualified 
representatives, Sun Life is in a 
position to offer the very finest in 

life insurance service. 


SUN LIFE ASSURANCE 
COMPANY OF CANADA 


HEAD OFFICE: 
MONTREAL 














TRUST BUSINESS IN CANADA HAS PASSED the 
$7 billion mark and the increasing re- 
Sponsibilities — both financial and human 
— were clearly in evidence at the ninth 
annual meeting of The Trusts Companies 
Association of Canada held in Toronto late 
in April. Along with the Ontario Section's 
program, the presentations at the session 
of this relatively young organization 
typified the intense desire to render 
worthwhile services — both to beneficiar- 
ies and stockholders. The proceedings, as 
well as other material on Trusteeship in 
Canada, are reported herein. 

aK * * 

THE POPULARITY AWARD FOR UNIFORM ACTS 
in the field of estates and trusts seems 
destined this year to go to the Uniform 
Testamentary Additions to Trusts Act. This 
statute, promulgated by the National Con- 
ference of Commissioners only last year 
(see text at Sept. T&kE, p. 832), has al- 
ready been adopted in at least five 
States. Also moving apace is the Uniform 
Act for Simplification of Fiduciary Secur- 
ity Transfers. (See p. 484 for current 
report. ) 
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CONFLICT OF INTEREST OF PROFESSIONAL AND 
BUSINESSMEN may be a good deal more ex- 
tensive than recent revelations in motor 
and electrical companies might indicate. 
But not in the same sense. The conflict we 
speak of concerns the growing preoccupa- 
tion of many busy men — and women — in in- 
dustry and the professions, with their 
personal financial problems, record-keep- 
ing and investments. The amount of work 
required to keep data for tax purposes in 
itself is becoming a "part-time occupa- 
tion" as well as a vexious infringement on 
productive time. Either their work or 
their health may suffer; certainly a hap- 
hazard, uninformed handling of one's in- 
vestments can bring severe loss and worry. 
Fortunately, the two most valuable assets 
of life — Time and Health — can, in a de- 
gree, be purchased. Professional fidu- 


384. 














ciaries have an opportunity or rather a 
duty, to tell the public about the cus- 
tody, "financial-secretary," trust and in. 
vestment services by means of which such 
Conflict of Interest may be easily and 
cheaply avoided. May — designated as Per. 
sonal Affairs month — is an appropriate 
time to underscore this thought. 


x * * 


"STOCKS ZOOM TO RECORD HIGHS" read the 
financial headlines last month. Not so 
for corporate profits, though improvement 
is showing in many lines and unemployment 
lessening. Food and tobacco, office 
machines and equipment, even paper com- 
panies, report sales and profit advances 
over the previous year quarter, but auto 
and parts-makers, steel and chemical con- 
panies still report a rough time. No 
longer are sales an automatic breeder of 
profits: a current U.S. News & World Re- 
port study shows overall manufacturing 
net before taxes has declined from 12.8 
cents per sales dollar in 1950 to 8 cents 
in '60, and dividends — 2.4¢ — were down 
over 22% from ten years ago. Some airlines 
seem to be following the hard row of the 
railroads in having to contend with 
featherbedding and regulated rates, not to 
mention mounting equipment costs. Prospec- 
tive raises in minimum wages and coverage 
will bring still higher material and wage 
costs all along the line, further slicing 
already slim profit margins. Altogether, 
this looks like a good time to review and 
cull from trust portfolios over-priced or 
"weak sister" stocks. Paying capital gains 
now may be less painful than capital 
losses later. 





- * 

LIFE INSURANCE TRUSTS MAY BE TAKING ON 
A NEW LOOK as the result of recent legis- 
lation permitting the designation of a 
testamentary trustee to take the proceeds, 
thus by-passing the executor. This seem- 
ingly convenient device is not, however, 
without tax and other problems as is 
pointed out in an article in this issue 
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(p. 39°) which also reviews other factors 
in dec:ding on the method of policy trans- 
fers. 


* * * 


CANA: TAN OWNERSHIP IN CANADIAN INDUSTRY 
is a lugical and laudable objective that 
deserves governmental and judicial assist- 
ance rather than restriction. A sound in- 
dependent economy is involved as well as 
qa matter of pride and incentive. People in 
the United States should be the first to 
understand this, but we were also ap- 
preciative of the benefits which English 
and other foreign capital brought us. Both 
countries have gone through growing pains 
together but, as Dominion bank and trust 
officials and other leaders point out, 
(Canadian citizens themselves should re- 
frain from criticism of outside capital 
unless they are willing to put more of 
their savings into local equity invest- 
ments. Further, there is a ready-made 
river of capital which has been dammed up 
by long-entrenched distrust of ‘risk' cap- 
ital by individuals and institutional in- 
vestors, abetted by the archaic trustee 
investment laws and court attitudes. En- 
lightened provincial governments should 
consider opening the door to the several 
billions of dollars of private and pension 
funds held by Canadian trust companies. 
Testators show increasing approval of 
stock investment and clauses in their 
trusts and wills are giving broader dis- 
cretion to their trustees: Meantime the 
provincial laws — like those of Ontario — 
limiting trustees to fixed-income securi- 
ties and notes, preclude reinvestment of 
more estate and personal trust funds that 
would logically seek stock positions. 


RESISTANCE TO THE ADMINISTRATION'S TAX 
PROGRAM is crystallizing. Proposed incen- 
tives to industry to stimulate new con- 
struction are termed unrealistic by expert 
accountants and recommendations to elimi- 
nate the $50 exemption and 4% credit for 
dividends has come under heavy fire. With- 
holding of tax on dividends and interest 
Would increase the already heavy clerical 
burden and costs of disbursing agents. 
Persons of modest means dependent upon 
dividends of interest for sustenance will 
be severely effected by even the temporary 
loss of income while awaiting refunds. A 
new corps of Federal employees will also 
doubtless be needed. Although administra- 
tion spokesmen have minimized the effec- 
tiveness of the educational program en- 
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couraging reporting of dividends and in- 
its extension offers a better 
alternative than the current proposal. 


* * **K 


TRUST SERVICE IS NOT A THING APART from 
the welfare of the commercial bank, as 
A.B.A. president Carl Bimson pointed out 
in his address at the recent Mid-Winter 
Trust Conference (cf. page 215 March T&E). 
Over-indulgence of some trust officials in 
legal or technical phraseology has dis- 
couraged or downright confused their own 
commercial officers and nipped cooperation 
in business development in the bud. Others 
have failed to give sufficient time or 
thought to informing their associates 
downstairs of the mutual benefits and op- 
portunities which their staff offers. The 
right hand has not known what the left is 
doing, whereas they could jointly produce 
both more profitable business and better 
service to customers. Also, many a loan — 
especially to family — business princi- 
pals, seriously needs the protection of 
expert estate planning. It should be re- 
membered that an estate is not just a dead 
horse but is in existence now and what 
keeps it healthy is of vital concern to 
the bank as well as to the customer. Ex- 
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cellent discussions of these banking-trust 
relations, indexed in the 1950-59 Cumula- 
tive Index of Trusts and Estates, merit 
the reading by commercial liaison officers 
as well as re-reading by trust officials. 


* * * 


MOST HIGH SCHOOL AND COLLEGE STUDENTS 
go into the world of business, manufactur- 
ing, selling or special service where they 
will spend the greater part of their wak- 
ing hours. Yet, in spite of the billions 
of dollars spent to ‘educate’ them in the 
basics, too few are able to communicate 
effectively, to understand the simple 
economics of living, or even to get along 
pleasantly with their working associates. 
Many cannot even spell, let alone write an 
intelligible report or letter. Little has 
been done to show them the value of cour- 
tesies and consideration of others which 
is so essential not only to their own 
progress but to congenial living at home 
or at work. As a result, business offices, 
factories, stores, etc. have to spend 
additional millions in training courses 
and ‘public relations' efforts. It is time 
we appraise what we are getting for our 
school tax dollar and how it can be used 


Etching by Vautier, made in France 


to fit our young people — at the impres- 
Sionable age — for the most important of 
all arts: the art of living and doing a 
good job. Managerial and personnel experts 
of business could — along with management 
consultants — collaborate with educationa] 
officials to create or reshape courses to 
help young citizens practice good Human 
Relations. 


THE MORE IMPORTANT BANK CUSTOMERS usual- 
ly are the same people as the Trust custo- 
mers or prospects, and the advantages of 
affiliated facilities and joint action in 
business development, interchange of data 
and services have become more evident as 
use of fiduciary services expands. Instead 
of trust departments, as in the States, 
several Canadian banks have successfully 
followed the practice of alignment with a 
particular trust company by Stock interest 
and joint directors. Two recent develop- 
ments in this direction were the offer of 
Toronto-Dominion Bank for stock of the 
Toronto General Trusts Corp. with eventual 
merger with Canada Permanent Trust Conm- 
pany, and the purchase of the stock of 
Chartered Trust Company, also headquar- 
tered in Toronto, by Bank of Nova Scotia. 





“A LAWYER’S TIME AND ADVICE IS HIS STOCK IN TRADE” 
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FOR PENSION PLANNERS: new analysis of latest pension 
plans for leading companies in 114 industries 


Contains Answers to These 
Important Problems 


e TRENDS IN RETIREMENT PLANS 
e DISABILITY BENEFITS 

e ELIGIBILITY REQUIREMENTS 

e NORMAL RETIREMENT AGE 

e EARLY RETIREMENT 

e VESTING 

¢ EMPLOYEE CONTRIBUTIONS 


e PENSION BENEFITS 
NORMAL PENSIONS 
MAXIMUM PENSIONS 
MINIMUM PENSIONS 

¢ METHOD OF FUNDING 

e PLUS ACTUAL CASE HISTORY 
REFERENCE TABLES 


Write for Your Copy Today 












MEMBER F.D.1.C. 


©1960 B.T. CO. 


Recent developments in pension programs, affecting 
more than one-third of all employees in the country 
covered by private plans, are reviewed in our 7960 
Study of Industrial Retirement Plans. 


Bankers Trust, long a leader in pension planning and 
administration, has prepared this 228-page book as 
part of its continuous activity and extensive research 
in the field. The book is especially valuable to execu- 
tives concerned with pension planning, because it 
covers the most recent developments, new programs 
and changes in existing plans. 


To get your copy of 7960 Study of /ndustria/ 
Retirement Plans, please write on your 
company letterhead to Pension Trust Divi- 
sion, Bankers Trust Company, 16 Wall Street, 
New York 15, N.Y. 





BANKERS TRUST COMPANY, NEW YORK 


FORWARD-LOOKING BUSINESS 
NEEDS A FORWARD-LOOKING BANK 
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CANADAS TRUSTMEN APPRAISE FUTURE 


N EXPANDING ECONOMY TOGETHER 
fe social and economic changes 
has resulted in growth of over 100% in 
assets administered by Canadian trust 
companies in the past ten years, E. T. 
Godwin, retiring president, told the an- 
nual meeting of The Trust Companies 
Association of Canada held at The 
Royal York in Toronto April 27. In- 
crease in six of the ten years exceeded 
that of Gross National Product, and 
over that period alone was greater than 
in the preceding 70 years, according to 
Mr. Godwin, who is general manager of 
Crown Trust Co. at Toronto. 

During 1960 trusteed pension funds 
increased $190 million to $1,135 mil- 
lion; estates, trusts and agency funds 
rose $448 million to $7,390 million; 
savings and guaranteed funds rose $221 
million to $1,139 million; and total as- 
sets under administration at the end of 
1960 exceeded $8,694 million, an in- 
crease of $716 million during the year. 

Over the past decade trust company 
functions have changed from rendering 
services largely connected with estates 
to the point “where now a major part 
of our services is for the living,” Mr. 
Godwin said. He stated that the savings 
of individuals provided one of the chief 
sources of capital funds, and he advo- 
cated some form of tax concession as 
further incentive to create a greater 
supply of “home-grown capital.” This 
would reduce the amount of foreign in- 
vestment required for Canada’s expan- 
sion, he said, and’ would assist in re- 
taining control of industry in Canadian 


hands. 
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TORONTO SKYLINE: Royal York Hotel, scene of Trust Conference, at left 


One reason for the greater use of 
trust company services by the public 
could be seen on the panels extending 
down one side of the meeting hall. There, 
in a colorful display, ten institutions 
presented for inspection samples of 
newspaper and magazine advertisements 
and booklets for direct mail distribution. 
(See p. 422.) 


New Officers 


The newly elected president of the 
Association is W. A. Bean, C.B.E., who 
is vice president and general manager 
of Waterloo Trust & Savings Co., Kit- 
chener. W. L. Knowlton, Q.C., was re- 
elected first vice president. He is vice 
president and general manager of Can- 
ada Permanent Trust Co., Toronto. Mr. 
Godwin, as immediate past president, 
and W. R. Scott, secretary-treasurer, 
complete the officer list for the ensuing 
year. 

The Ontario Section of the Associa- 
tion, which met during the morning, 
elected as its new chairman A. H. Min- 
gay, assistant general manager, Canada 
Trust Co., Toronto. He succeeds E. E. 





NEW ASSOCIATION PRESIDENTS 





W. A. BEAN 
Canada 


A. H. MINGAY 
Ontario 
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Spencer, assistant general manager, East- 
ern Trust Co., Toronto, who continues 
in the officer group as immediate past 
chairman. J. M. Robinson, of National 
Trust Co., Toronto, was named vice 
chairman of the Section, and Bill Scott 
continues as secretary-treasurer. 


Programme 


The morning session, conducted by 
the Ontario Section, featured a pane 
discussion moderated by H. A. Syer, 
who is chairman of the Association trust 
administration committee and manager 
of the estates and trusts department of 
Waterloo Trust & Savings Co. Essential 
facts of a hypothetical estate situation 
were distributed to the audience and 
the “case” was discussed from fou 
points of view. A summary of this pres 
entation appears at p. 419. 

At the close of the luncheon reports 
were heard from the standing commit 
tees of the Ontario Section which are s0 
arranged that the Section and the paren! 
Association do not duplicate committee 
work. Progress was noted in the fields 
of pension trusts, employee training, ad: 
vertising and publicity, and public rele- 
tions. Women’s forums have been it- 
creasingly popular, with more and more 
time reserved for answering questions 
from the audience, and some companies 
have said that this program has already 
increased business. Mr. Godwin summed 
up the modern approach to trust bus: 
ness when he said in his address that 
“what was good enough for beneficiaries 
in the horse-and-buggy days is not good 
enough for the space age.” 
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The « nual session of the Association 
which f: ‘owed presented three speakers 
who cor osed the panel of a trust for- 
um. “Ac» ising and Taking Instructions 
in a Wi.’ was discussed by Elgin E. 
Coutts, | cronto attorney. (See p. 423). 

“The 
was disc ssed by W. I. Linton, Admini- 
strator «{ Estate Tax. His address is 
presente: at p. 416. 

The final speaker of the afternoon was 
fF. N. Yarmon, president of Tankoos 
Yarmon Limited, whose topic was 
“Trends in Real Estate Investment in 
Canada.” His remarks appear at p. 424. 


Dinner Program 


Awards to 30 graduates of the Trust 
Companies Employees Training Course 
were presented at the annual dinner. The 
five honor graduates are R. B. Bull, 
Crown Trust Co., Toronto; R. C. Dah- 
mer, Waterloo Trust & Savings Co., 
Kitchener: J. C. Kennedy, Royal Trust 
Co., Victoria; Miss M. A. Theakston, 
Canada Permanent Trust Co., Halifax; 
and D. W. Richardson, Montreal Trust 
Co., Montreal. 

This four-year correspondence course 
presently has 428 students enrolled. Of 
the 206 employees who submitted writ- 
ten examinations this year 200 were 
passed. In spite of this, student drop-out 
has been a problem. It is planned to 
revise and reprint the textbook and a 
post-graduate or refresher course is un- 
der consideration. Administration is be- 
ing improved and simplified. 

Harrison Smith, vice president, Mor- 
gan Guaranty Trust Co., New York, was 
the guest speaker. He reviewed the in- 
vestment history of recent years and 
discussed certain fields which seemed to 
ofler good opportunities at the present 
time. One of these was the European 
area. Most European companies do not 
publish enough information to satisfy a 
trust investor, he said, so his institution 
stressed particularly companies in Hol- 
land and West Germany. In these coun- 
tries, it is easier to obtain adequate in- 
formation. Also American companies 
which are successfully competing on the 
Continent, such as Procter & Gamble, 
offer an approach to the European situ- 
ation. 

At home, Mr. Smith said, he looked 
for companies that are building for the 
future. Their current dividends are 
small, but they can lead to good income 
in the years to come when they will be 
paying out a larger percentage -of earn- 
ings. The baby boom and the increasing 
amount of leisure time, the speaker sug- 
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VOLUME OF ESTATE, TRUST & AGENCY FUNDS 
ADMINISTERED BY CANADIAN TRUST COMPANIES* 


As of December 31, 1959 and 1960 


MEMBERS OF TRUST COMPANIES ASSOCIATION OF CANADA 


Estate, Trusts & Agencies 














Institution Head Office 1959 1960 

Acama Taver Co. Truro, N.S... $ 18,112,112 $ 13,709,617 
ADMINISTRATION & TRUST Co. _______ Montreal —__. 262,345,561 271,080,111 
BRITISH CANADIAN TRUST Co.} __. Lethbridge, Alta - (5,787,392) 6,490,151 
BRITISH MORTGAGE & TrusT Co. _____ Stratford, Ont. _ 1,489,404 1,916,102 
CANADA PERMANENT TRUST Co, ____. ce 173,705,619 201,637,937 
Canama Tauer Co. London, Ont. _.. 358,251,560 399,037,968 
CENTRAL TRUST Co. OF CANADA __. Moncton, N. B. __. 33,810,713 35,750,987 
CHARTERED TRUST Co. _ ED sataricon 126,775,253 132,256,482 
Cawes Teer Co PRI secistessnstiinas 180,868,685 198,868,987 
EASTERN Trust Co. ._.._._..._.___..__.. Halifax 188,061,298 209,273,249 
EXxEcuToRS & ADMIN. TRuUsT Co. ___Moose Jaw, Sask. 1,069,718 1,254,909 
GENERAL TRUST OF CANADA __._..... Montreal __...__. 209,796,019 220,081,372 
GUARANTY TRUST Co. OF CANADA __Toronto 131,589,111 146,728,856 
HALTON & PEEL TrusT & Saves. Co. Oakville, Ont. _. 448,766 903,138 
INDUSTRIAL MoRTGAGE & TrusT Co._Sarnia, Ont. 3,894,651 4,369,705 
Lampton Trust Co. _.__.__._____ Sarnia, Ont... 3,221,069 3,394,549 
MERCANTILE TRUST Co. _._..______....-. Montreal ___________ Lanne 334,875 
MONTREAL City & Dist. TRUSTEES.__Montreal 39,449,729 42,044,191 
Monvanas, Taver Co. Montreal _____..... 1,547,244,733 1,674,206,662 
MORGAN TeusT Co, Montreal ___. 9,342,877 14,855,186 
NATIONAL TRUST Co. LTD. _.. Lorentoe .______.. 664,092,078 717,457,004 
Nova ScoTiA TRUST Co, __.... Haliiex ..._..._.. 37,769,295 41,371,680 
Possum Tacs Co. Torenté: 6,973,692 7,240,112 
PRUDENTIAL Trust Co. Ltp.t _. Montreal —...__.. 25,298,858 20,837,490 
RoyaL Trust Co, ___..______.______-_-_Montreal _....... 2,156,682,407 2,252,146,675 
SOCIETE NATIONALE DE FIDUCIE ______. Montreal __..____. 51,511,883 54,428,490 
STERLING TRUSTS CORP. Toren: —___.... 10,691,127 11,324,779 
TORONTO GENERAL TRUSTS CorP. Toronto —........ 499,349,564 521,379,683 
VICTORIA & GREY TRUST Co. _... Lindsay, Ont. _.. 19,218,165 21,653,270 
WATERLOO TRUST & SAVINGS Co. ____Kitchener, Ont. _ 35,931,083 40,211,596 

YORKSHIRE & CANADIAN TRUST Co...Vancouver __. NA NA 
$6,804,938,941 $7,266,245,813 

OTHER TRUST COMPANIES 

ALUMINIUM FIDUCIARIES LTD. __..___.. Montreal __....._..... $ 7,242,648 $ 8,019,987 
CANADIAN TRUST Co. -o  AOREDORE 1,730,974 2,354,362 
COMMERCIAL TRUST Co. Montreal ___________. 11,194,933 11,286,569 
Cusropan TevustT Co... ._... PBs Ww .. (365,662) (397,201) 
FARMERS & MERCHANTS TR. Co. __. Atberta. : = 4,870,000 
GUARDIAN Trust Co. Montreal __.._--- 40,215,838 45,312,812 
IMPERIAL TRUST Co. ee ee Montreal __________. 13,714,005 13,979,932 
INVESTORS TRUST Winnipeg 7,156,519 12,796,221 
NorTH CANADIAN TRUST Co. Winnipeg ___. 674,595 668,914 
OKANAGAagN TeuUAT Co, Kelowna, B.C. _.. 802,775 941,917 
BeGing Teusr Co; Winnipeg ___ 2,373,618 2,586,797 
RETAILERS Troer Co... Saskatoon ______- 441,722 435,851 
ScoTTisH TrRusT Co. _. Monten —.___... 734,219 734,219 
SHERBROOKE TrusT Co, __...__________.. Sherbrooke, Que... 18,022,077 19,611,229 
IES I MARR ROR SOU ER $ 98,156,758 $ 123,996,011 
Grand Total _................... $6,903,095,699 $7,390,241,824 


*Figures furnished by Mr. K. L. Bullerwell, Office of Superintendent of Insurance K. R. MacGregor. 


Parenthetical figures are as of earlier year. 
NA—Not available as head office is in England. 
+Absorbed by Canada Trust Co. 
tAbsorbed by Guaranty Trust Co. 
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gested, both pointed to types of com- 
panies which are likely to expand rapid- 
ly. Also companies with new products 
deserve careful consideration, even 
though patents vary in value. In this 
matter, as in many others, research pays 
off. The trained investment man knows 
things beyond the reach of the amateur. 
The day’s program was attended by 
more than 250 trustmen — the largest 
number on record for the annual meet- 
ing of the Association. The keen inter- 
est of the audience bespeaks further ad- 
vances in Canadian trust business and 
compliments the hard work of officers 
and committees through the past year. 


“True Residue” Rule in 
Ontario Changed 


The so-called Rule in Allhusen v. 
Whittell has been abrogated by Bill 77 
enacted by the Ontario Legislature, ef- 
fective May 28, 1961. That rule is quot- 
ed as follows by L. G. Goodenough, 
(). C., Ontario legal editor for Trusts 
AND ESTATEs: 


“Where the residue (after payment 
of debts, duties, legacies, etc.) of 
the estate of a deceased person is 
by the deceased’s Will left to persons 
in succession, such as a life-tenant and 
a remainderman, debts, noncontingent 
legacies or annuities, succession duties 
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and estate taxes and testamentary 
expenses are, for the purposes of the 
estate accounting, to be deemed ty 
have been paid out of such amount 
of capital as will be sufficient, when 
to that capital is added interest there. 
on from the date of the testatoy’s 
death to the date of each payment 
of the debt, legacy, etc., such interest 
being calculated at the average rate 
of interest earned by the estate during 
the year.” 


The new statute, adding Section 483 
to The Trustee Act, and declaring that 
it shall be deemed always to have been 
the law of the Province, but saving any 
prior contrary action taken by personal 
representatives, provides: 


(a) the personal representative of 
a deceased person, in paying’ the 
debts, funeral and testamentary ex. 
penses, estate, legacy, succession and 
inheritance taxes or duties, legacies, 
or other similar disbursements, shall 
not apply or be deemed to have ap. 
plied any income of the estate in or 
towards the payment of any part of 
the capital of any such disbursements 
or of any part of the interest, if any, 
due thereon at the date of death of 
such person; 

(b) until the payment of the 
debts, funeral and testamentary ex. 
penses, estate, legacy, succession and 
inheritance taxes or duties, legacies, 
or other similar disbursements men- 
tioned in clase a, the income from the 
property required for the payment 
thereof, with the exception of any 
part of such income applied in the 
payment of any interest accruing due 
thereon after the date of death of the 
deceased, shall be treated and applied 
as income of the residuary estate, 


provided that, in any case where the 
assets of the estate are not sufficient to 
pay the aforesaid disbursements in full, 
the income shall be applied in making 
up such deficiency. 








Ontario Dept. of Travel 
Throne in legislature, Parliament buildings, 
at Toronto. 
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The difference between security and financial worry is often in the way an 
estate is handled. Pittsburgh National has specialists in every branch of 
trust and estate administration who will see that your wishes are carried 
out efficiently and economically. Whether your estate is modest or quite 
substantial, the right management will make the most of every penny 
you leave. 

If you are preparing to discuss your estate plans with your attorney, our 
Trust Officers will welcome the opportunity to explain our services and 
facilities to you. 


PITTSBURGH NATIONAL BANK 


TRUST DEPARTMENT « FOURTH AVENUE AND WOOD STREET 


Member Federal Deposit Insurance Corporation 
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Aug. 7—1:45 P.M. 


New York, N. Y. 


patrick, Washington, D. C. 
Aug. 7—7:00 P.M. 


Aug. 8—9:30 A.M. 


M. Bright, Chicago, Ill. 


in two acts. 


B. Rubin, Baton Rouge, La. 
Aug. 8—-1:45 P.M. 








Los Angeles, Cal. 


Chicago, Ill. 


Chairman, Cleveland, Ohio 


DATES OF 1962 M1p-WINTER TRUST 
CONFERENCE CHANGED 


Dates of The American Bankers Asso- 
ciation Trust Division’s 42nd Mid-Winter 
Trust Conference in New York have 


14 to February 5, 6, and 7. 
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Program for Annual Meeting 


Section of 


REAL PROPERTY, PROBATE AND TRUST LAW 
American Bar Association 
Mayfair Hotel, St. Louis, Mo.; August 7-8 


“Insurance and the Executory Contract for Sale of Real Estate,” 
John E. Cribbet, Urbana, III. 
“Pitfalls of Zoning for Purchasers and Lenders,” Carl D. Schlitt, 


“Contract and Title Problems under Urban Renewal,” B. T. Fitz- 


Reception and Dinner Dance — Missouri Botanical Garden 


“Fees in Special Probate Litigation such as Will Contests,” Alice 


“Survey of Small Estates Administration in the United States,” 
Charles M. Herterich, New York, N. Y. 

“A. Whodunit: The Case of the Fractured Will,” or “Where 
There’s a Will, There May Be a Will Contest” — A trial drama 


Participants: “Hizzoner, The Judge” — of St. Louis, Missouri. 
Narrator, Counsel and Witnesses: William H. Webster, Charles 
Claflin Allen, Sr., Daniel Bartlett, and John H. Lashly, all of 
St. Louis, Mo.; C. Edward Dahlin and Nat M. Kahn, both of 
Chicago, IIl.; and a supporting cast of outstanding attorneys. 
Panel Discussion on “Will Contest Procedures in the United States” 
Moderator: J. Pennington Straus, Philadelphia, Pennsylvania 
Panelists: Logan Fulrath, New York, N. Y., Paul E. Basye, Bur- 
lingame, Cal., Rush H. Limbaugh, Cape Girardeau, Mo., Alvin 


Election of officers and members of council 

Report of Estate and Tax Planning Committee, William P. Cant- 
well, Chairman, Denver, Col. 

“Hidden Dangers in Standard Testamentary Clauses,” Robert F. 
Schwarz, Vice-Chairman, Estate and Tax Planning Committee, 


“Use of Charitable Gifts in Estate and Tax Planning,” John R. 
Golden, Vice-Chairman, Estate and Tax Planning Committee, 


Report of Committee on Charitable Trusts, Lawrence G. Knecht, 
“A Credo for Estate Lawyers,” Joseph Trachtman, New York, N. Y. 


“Disposition of Mineral Interests of Non-Residents in Community 
Property States,” Marvin K. Collie, Houston, Tex. 


been changed from February 12, 138, and . 











e The Federal government gave rewards 
averaging $689 each to 758 persons who 
gave information leading to the collec- 
tion of over $12 million in additional 
taxes last year. Another 3,532 claims 
for rewards by informers were rejected 
by the government. 





Committees Named for 
Mid-Continent Trust 
Conference 


Committee chairmen for the 30th 
Mid-Continent Trust Conference, spon. 
sored by the Trust Division of The 
American Bankers Association, have 
been announced by Robert R. Duncan, 
president of the Division, and chairman 
of the board of Harvard Trust Com. 
pany, Cambridge, Mass. The Conference 
will be held at the Baker Hotel. Dallas, 
November 9 and 10. 


T. J. Moroney, vice president and 
senior trust officer of Republic National 
Bank of Dallas, and W. F. Worthington, 
vice president and senior trust officer 
of First National Bank in Dallas, will 
serve as co-chairmen of the General Ar- 
rangements Committee. Chairmen for 
the other committees follow: 


Advisory: James W. Aston, President, 
Republic National Bank of Dallas. 


Finance: Arthur H. Drebing, vice 
president and trust officer, Mercantile 
National Bank at Dallas. 


Hotel: R. R. Ferguson, vice president 
and senior trust officer, Republic Na- 
tional Bank of Dallas. 


Meeting Rooms: Ben J. Kerr. Jr., vice 
president and trust officer, Mercantile 
National Bank at Dallas. 


Registration: W. P. Metcalfe, vice 
president and trust officer, Texas Bank 


& Trust Co., Dallas. 
Publicity: David C. Reed, vice presi- 


dent and trust officer, First National 


Bank in Dallas. 


Entertainment: Clarence E. Sample, 
vice president and trust officer, Mercan- 
tile National Bank at Dallas. 


Program: Ralph E. Scott, vice presi- 
dent and trust officer, First National 
Bank in Dallas. 


Information: John M. Zuber, vice 
president and senior trust officer, Re- 


public National Bank of Dallas. 


The foregoing, other than Mr. Aston, 
are members of the General Arrange- 
ments Committee which also includes 
Charles W. Hamilton, senior vice presi- 
dent and senior trust officer, National 
Bank of Commerce of Houston. 

AAA 
e March deposit gains of $351 million 
in mutual savings banks were the larg- 
est on record for that month, the Na- 
tional Association of Mutual Savings 
Banks reported last month. The increase 
compares with the previous record of 
$337 million in 1958. Total deposits 
reached $37.0 billion and total assets 
$41.5 billion. 


ferre 


corp 
jecti 
plan 
hold 
of ¢ 
tives 
tate 
agre 
atio 
witl 
celv 
any 
tous 
an 





TRUSTS AND EsTATES 


0th 
0n- 
The 


lave 


ent, 


vice 
tile 


lent 


Na- 


vice 
itile 


vice 
ank 


esi- 
nal 


ple, 


esi- 
nal 


vice 


Re- 


ton, 
1ge- 
des 
esi- 
nal 


lion 
irg- 
Na- 
ngs 
ase 

of 
sits 
sets 


TES 





Ireferred Stock Issuance 


as Solution to Estate Planning Problems 


eral areas in which issuance of pre- 
ferred stock by a closely-held, existing 
corporation can serve a desirable ob- 
jective are: (1) to facilitate an estate 
planning objective of a major share- 
holder, (2) to facilitate a present shift 
of corporate control to younger execu- 
tives, and (3), closely related, to facili- 
tate the funding of a death buy-and-sell 
agreement. In all of these kinds of situ- 
ations an issuance of preferred stock 
without any consideration being re- 
ceived: by the corporation which is of 
any value to it — in a sense, a gratui- 
tous issuance of preferred — may solve 
an otherwise insoluble problem. 


| ey OF THE MOST IMPORTANT GEN- 


What Is Meant by “Preferred 
Stock” 


The term “preferred stock” is widely 
misunderstood. It is therefore particu- 
larly important that the kind of owner- 
ship interest to be discussed in this 
paper be carefully defined. Strictly 
speaking, “preferred stock” means only 
aclass of stock which has a preference 
in one or more respects over another 
class of stock. That preference may be 
in dividends only; for example, a class 
of stock on which a stated amount of 
dividends must be paid before any divi- 
dend may be paid on the other class. 
After that preference, the preferred 
stock may participate in further divi- 
dends with the common, or it may be 
precluded from further participation. If 
the preferential dividend is not paid, 
that amount may cumulate and add to 
next year’s preference, or it may be 
lost entirely. 

Similarly, one class of stock may be 
entitled to a stated sum on liquidation 
before anything can be paid to the 
other class. Again, the preferred may 
thereafter be participating, or it may 
not, depending on what is desired when 
the terms are drawn up. The preferred 
may be voting, partly voting, or nonvot- 
ing. It may or may not be redeemable 


ee 


_ This article, prepared at the request of the editors, 
1s based upon a talk at the March meeting of the 
Cleveland Society of Estate Analysts. 
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Mr. Cavitch, a partner in the Cleveland 
law firm of Grossman, Schlesinger and Car- 
ter, is the author of a recently published 
book “Ohio Corporation Law with Federal 
Tax Analysis” (Matthew Bender 1961). He 
is a lecturer in law at the graduate program 
of Western Reserve University Law School. 





at the option of the corporation. It may 
have any combination of these, and 
other, characteristics. 

Generally, however, and for purposes 
of this discussion, a preferred stock will 
usually be: 


(1) nonvoting to the extent it 
may lawfully be made so; 

(2) preferred as to a_ stated 
amount of dividends and the stated 
dividend right will usually be both 
limited and cumulative; 

(3) preferred and limited as to 
liquidation rights; and 

(4) redeemable at a stated price 
at the option of the corporation. 


In brief, the usual kind of preferred 
stock will more closely resemble debt 
paper than it will common stock. Like 
debt paper, its limited participation in 
earnings and assets sets a ceiling on its 
value, no matter how much the corpo- 
ration’s net worth may multiply. Con- 
versely, its stated preferences in divi- 
dends and liquidation rights make the 
usual preferred stock less vulnerable 
than common stock to business reverses. 

Notwithstanding these similarities to 
debt paper, there are two important dif- 
ferences between preferred stock and 
debt paper which will bear on our pre- 
sent discussion. First, interest paid on 
debt is a deductible expense to the 
payor, whereas the payment of divi- 
dends on preferred is not deductible to 
the corporation. In this important re- 
spect, preferred stock, unlike debt paper, 
will almost always give rise to the 
double tax disadvantage that the closely- 
held corporation and its shareholders 
try so hard to avoid. 

Secondly, and the sole reason why we 
are discussing preferred stock rather 
than debt paper, preferred stock can be 
gratuitously issued by a corporation in 


1].R.C. Sec. 163 (a). 


a completely tax-free transaction,” 
whereas the gratuitous issuance of debt 
paper will usually be treated the same 
as a distribution of cash, that is, as 
a fully taxable ordinary dividend.* This 
latter result precludes in most cases the 
issuance of debt paper to accomplish the 
objectives to which we now turn. 


- 


Problems Which Can Be Solved 
By a Preferred Stock Issue 


In many instances the high value of 
a corporation’s common stock will be 
an obstacle to accomplishing a specific, 
desirable objective. In these instances 
the dilution of the common stock value 
through the issuance of preferred stock 
may be the only answer. Three basic 
kinds of instances are particularly im- 
portant in the estate planning area. 


First, a dominant shareholder may 
want to sell a portion of his common 
stock to junior executives in order to 
increase their incentive, or to tie them 
into the company as a loyal management 
group to carry on the enterprise even 
after the dominant shareholder’s death. 
The fair value of the common stock may 
be so high, however, that the junior ex- 
ecutives are unable to purchase a signi- 
ficant percentage. By a preferred stock 
dilution of the common stock value, a 
larger percentage of the common stock 
could be purchased by the junior execu- 
tives. 

The balance of the dominant share- 
holder’s common stock might be the 
subject of a death redemption or death 
buy-and-sell agreement funded by in- 
surance or otherwise. The newly-issued 
preferred stock might be a suitable in- 
vestment to be retained by the dominant 
shareholder’s widow or other heirs. Or 
it might be a suitable investment for the 
company’s pension or profit-sharing 
trust following the death of the domi- 
nant shareholder.* Ultimately, if desired 

*See I.R.C. Secs. 305 (relating to preferred stock 
dividends) and 368(a)(1)(E) and 354(a) (1) (re- 
lating to recapitalization exchanges). 

3I.R.C. Secs. 301(a) and 317(a). 

‘The trust is required to make a full disclosure to 
the Internal Revenue Service of any investment in 


the employer corporation. Treas. Regs. Sec. 1.401-1 
(b) (5) (ii). 
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by company management, it might be 
redeemed by the corporation. 

A second basic kind of preferred 
stock situation is in the death buy-and- 
sell area. Suppose, for example. that 
neither shareholder has the cash neces- 
sary for the future purchase and one or 
both are uninsurable. What to do? If 
the common stock values are substanti- 
ally diluted by a preferred stock issue, 
an unfunded death buy-and-sel! agree- 
ment relating to the common might be 
feasible. Or even where both sharehold- 
ers are insurable, a dilution of common 
stock value might reduce the preruium 
cost of insurance funding to manageable 
proportions. In either case, whether or 
not insurance is used to fund the com- 
mon stock buy-and-sell agreement, the 
decedent’s preferred stock might be be- 
queathed to his wife or family and re- 
tained by them as an investment. Or it 
might be sold to a pension or profit- 
sharing trust. Or it might ultimately be 
redeemed by the corporation. 

The third basic kind of situation in 
which preferred stock can solve a prob: 
lem is in the family planning area. The 
possible variations here are almost with- 
out limit. Two examples will make the 
point. Suppose that a sole shareholder 
of a corporation has a son and a daugh- 
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ter. The son is active in the business; 
the daughter is not. The father would 
like to leave his stock to his son, but he 
also wants to leave one-half of his es- 
tate to his daughter. His stock, how- 
ever, constitutes almost his entire estate. 
Here again, by diluting the common 
stock value with a preferred issue, the 
father can pass on an interest to his 
daughter which is not far different from 
a creditor’s interest, leave all of the 
common stock to his son, and still treat 
both children equally from a dollar and 
cents standpoint. 

Take a quite different kind of example 
of family planning with preferred stock. 
A father and son own all of the stock of 
a corporation. The father wants now, 
during his lifetime, to pass complete 
ownership to his son, but he cannot 
afford to do it by gift, and the son can- 
not afford to acquire it by purchase. 
Furthermore, the father, although will- 
ing to terminate his common stock own- 
ership, is not willing to terminate his 
employee relationship with the corpora- 
tion. What he would like to do is to 
have the corporation redeem his stock 
for a deferred note, but because of the 
ownership attribution rules relevant for 
income tax purposes,® such a redemp- 
tion would be taxable as an ordinary 
dividend to him.® A preferred stock re- 
capitalization, whereby the father ex- 
changes all of his common for a new 
issue of preferred, might be the answer 
to this apparent dilemma. 


Mechanics of Issuance 


A gratuitous issuance of preferred 
stock may be effected in one of two 
ways: by a dividend of preferred stock 
ratably to all common shareholders, or 
a transfer of preferred stock to one or 
more common shareholders in exchange 
for a part or all of their common. Either 
way, the value of the total outstanding 
common will necessarily be diluted. Sup- 
pose, by way of example, that a corpora- 
tion has only one shareholder, that the 
corporate business is worth $100,000, 
and that the corporation has only one 
class of stock outstanding. If the corpo- 
ration creates a new class of preferred 
stock and issues to its shareholder an 
amount of preferred having, by virtue 
of its preferences, a value of $80,000, 
the value of the outstanding common 


stock will be reduced to $20,000. 


Also, of course, if preferred stock is 
issued to one of several shareholders in 


5I.R.C. Sec. 318. Relief from family attribution 
would not be available if the father continues as an 
employee of the corporation. I.R.C. Sec. 302(c) (2) 
(A) (i). 

®I.R.C. Secs. 301 and 362. 


exchange for a part of his commo 
stock, the per share value of the oy, 
standing common may not be affected 
but the recipient of preferred will haye 
a lesser number of shares of common, 
The value of the total outstanding com. 
mon will accordingly be reduced, 

The choice between a preferred stock 
dividend and a preferred stock recapi- 
talization exchange is sometimes ay 
obvious one, but sometimes either ql. 
ternative is available and the choice 
may be difficult. The dividend route has 
one clear advantage —~ it is clearly not 
a taxable transaction.‘ It may also have 
one clear disadvantage in that the pre. 
ferred will be distributed to all share. 
holders. If the purpose for the preferred 
stock issue can be served just as well 
by an issue of preferred to less than all 
of the shareholders, the dividend method 
may result in the corporation being 
burdened with making larger cash divi. 
dend payments on its outstanding pre. 
ferred than is necessary. 

In this latter, important respect the 
recapitalization exchange may be more 
economical and therefore more desir. 
able. The possible disadvantage of the 
recapitalization route is that it may in- 
volve some slight income tax risk. Ordi- 
narily, the kind of transaction we are 
talking about will be feasible only if it 
is a completely tax-free transaction, The 
recapitalization exchange will constitute 
a wholly tax-free reorganization if it 
serves a business purpose.® Fortunately, 
there are two acquiesced cases and a 
1954 Revenue Ruling which make clear 
that a dilution of common which is 
prompted by the objective of increasing 
the common stock ownership of manage 
ment personnel serves a business pur- 
pose.® Most common stock dilutions will 
be prompted by just that objective and, 
accordingly, the recapitalization method 
as well as the dividend method will usv- 
ally be freely available. 

71.R.C. Sec. 305. The preferred stock will clearly 
be “Sec. 306 stock,” if the corporation has earnings 
and profits at the time of its issuance. If, however, 
as is often the case, the preferred stock is held by 
the original holder until his death, it will lose its 


unfavorable characterization in the hands of his suc 
cessors in interest. 

SILR.C. Secs. 368(a) (1) (E) and 354(a) (1). 

®Marjorie N. Dean, 10 T.C. 19 (1948), aca. 1949! 
Cum. Bull. 1; Elmer W. Hartzell, 40 B.T.A. 49 
(1939), acq. 1939-2 Cum. Bull. 16; Rev. Rul. 54-13, 
1954-1 Cum. Bull. 109. It does not appear, in these 
authorities, that the recipients of preferred wet 
closely related to the management personnel. The 
presence of such a relationship should not, howevel, 
be a significant factor. 


A AA 


e 34 million taxpayers received refunds 
of $114 each on the Federal income ta 
for 1959. The total of almost $4 million 


was nearly 10% of income taxes C0 
lected. 
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BIG BEN chimes the hours above Great Britain’s Houses of Parliament in Westminster 
Palace. This famous clock bell, which weighs 13% tons, was installed in 1856. 


It’s time to 
talk of 
trust 
matters 
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“ .. there is a real place in New York for conservatively managed banks and 
trust companies of moderate size where customers may have easy access to and per- 
sonal acquaintance with the senior officers...” From the Bank's Declaration of Principles. 


This principle, which has guided our 
handling of fiduciary matters for many 
decades, has never been more timely. 
Present day trust complexities require 
Close cooperation between attorney and 
banker, as well as personal attention to 
the individual’s needs. Perhaps you and 


your clients could benefit from this 
Bank’s tradition of personalized trust 
service which dates back to 1830—26 
years before Big Ben rang its first hour. 


IF YOU OWN SECURITIES, @ folder describ- 
ing our investment services, is yours for 
the asking. Write our Main Office, Dept. E. 
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NEW LOOK AT INSURANCE TRUSTS 


Tax and Other Considerations in Choice of Policy Transfers 


JOEL IRVING FRIEDMAN and HENRY L. WHEELER, JR. 


Recent enactment of legislation per- 
mitting the designation of a testamen- 
tary trustee as beneficiary of proceeds 
makes timely this review of the various 
vehicles for the transfer of life insur- 
ance. This paper is based on a talk given 
by Mr. Friedman at the Thirteenth An- 
nual Trust Class Conference and Re- 
union at The Hanover Bank on February 
9, 1961.—Ed. Note. 


HE INTERNAL REVENUE CODE OF 

1954 eliminated the premium pay- 
ment test, so that now proceeds of life 
insurance are includible in the estate of 
the insured for estate tax purposes only 
if he possessed incidents of ownership in 
the policies or if the proceeds are pay- 
able to his estate.1 This has encouraged 
gifts of life insurance because now an 
insured can give away policies of insur- 
ance on his life, thus removing the pro- 
ceeds from his gross taxable estate, al- 
though he has paid the premiums on the 
insurance and although he continues to 
pay the premiums. 


Outright Gift of Life Insurance 


In making a gift of life insurance poli- 
cies, the insured has a choice of giving 
the policies outright or of making the 
gift to a trust for the benefit of the per- 
sons who would otherwise be the donees. 
The outright gift has the advantage that 
it is simple and requires no agreement. 
It has the additional advantage that the 
gift will qualify for the annual gift tax 
exclusion. Moreover, the gifts resulting 
from the insured’s subsequent payment 
of premiums will also qualify for the 
exclusions.” Where gifts are made to a 
number of donees, (e.g., children or 
grandchildren of the insured) the an- 
nual exclusions may permit a substantial 
amount of insurance to be given away 
and the premiums paid thereon by the 
insured without the filing of any gift tax 
returns and without any encroachment 
upon the insured’s lifetime exemption. 

Where substantial amounts are in- 
volved, however, gifts of life insurance 
in trust have important advantages, both 

1IRC See. 2042. 


2IRC Sec. 2503 (b); Regs. Sec. 25.2503-3(c) Exam- 
ple (6). 
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tax and non-tax. The precise advantages, 
particularly in the tax area, depend on 
the kind of insurance trust which is 
used.* 


Unfunded Insurance Trust 


The simplest type is the unfunded in- 
surance trust. In the typical case, the in- 
sured transfers his life insurance to the 
trust and thereafter continues to pay the 
premiums. In the case of the ordinary 
policy on which premiums are payable, 
the amount of the gift on the creation of 
the trust is equal to the sum of the inter- 
polated terminal reserve value in the pol- 
icy and the unearned portion of the cur- 
rent premium.* As already pointed out, 
the premium payments by the insured 
constitute additional gifts. In the normal 
case, no annual exclusions are allowed 
either on the creation of the trust or on 
the payment of the premiums.® Accord- 
ingly, the gifts mount from year to year 
and, except in the case of a limited pay- 
ment policy, the aggregate amount of the 
gift taxes that the insured may be called 
upon to pay cannot be determined at the 
time the trust is created. 

The main advantages over the out- 
right gift are that while the insured is 
alive, the beneficiary of the trust cannot 
cash in the policy, and when the insured 
dies the trust of the proceeds can be con- 
tinued with the traditional advantages 
that can be derived from the use of 
trusts generally. We merely mention 
some of these advantages. They include: 
(1) flexibility — the ability to incorpo- 
rate an infinite variety of provisions to 
accomplish specific objectives; (2) con- 
trol over devolution of the trust prep- 
erty (e.g., income to one person for life, 
then the principal to others); (3) ex- 
pert management by an experienced trus- 
tee; (4) protection of the beneficiaries 
against creditors or against improvi- 

8We shall confine our discussion to irrevocable 
trusts, since it is only these trusts which have tax 
significance. 

*Regs. Sec. 25.2512-6. 

5Regs. Sec. 25.2503-3(c) Example (2); Comm. v. 
Boeing, 123 F. 2d 86 (CA-9, 1941). Cf. Harbeck v. 
Halsted, 28 TC 1069 (1957), allowing annual exclu- 
sion where beneficiary of insurance trust had power 


to demand and receive entire trust principal, includ- 
ing the life insurance policies. 


dence, over-generosity or inexperience: 
(5) estate tax saving in the estates of the 
beneficiaries if the trust is continued 
through their lives; (6) income tax say. 
ing for the beneficiaries if discretion js 
conferred on the trustee to sprinkle or 
accumulate income. 


Insurance Trust Funded by Insured 


If the insured funds the insurance 
trust by transferring to the trustee se. 
curities, the income of which is to be 
used to pay the premiums on the insur. 
ance, two additional advantages are 
achieved. 


(1) The securities transferred to the 
trust are removed from the insured’s 
taxable estate. (2) The contemplation 
of death risk is eliminated with respect 
to the premiums paid within three years 
of the insured’s death, since these pre- 
miums will be paid by the trust and not 
by the insured.” 


An important disadvantage of the in- 
surance trust funded by the insured is 
that the income of the trust used to pay 
the premiums will be taxable to the in- 
sured as grantor.® This leads to consid- 
eration of an alternative arrangement. 


Insurance Trust Funded by 
Someone Other Than Insured 


If the insured’s wife has independent 
means and is willing to fund the trust, 
the income tax disadvantage referred to 
above can be eliminated and a signifi 
cant income tax saving achieved. This 
saving results from the fact that where 
the wife contributes the securities, the 


®It is assumed, of course, that the transferred 
property is not includible in the insured’s estate by 
reason of contemplation of death, retained interest 
or control over enjoyment (IRC Secs. 2035, 2036, 
2037 and 2088). 

7If the premiums paid by the insured within three 
years of death are held to be transfers in contempla- 
tion of death, it is not clear whether the dollar 
amount of the premiums, or a proportionate part of 
the insurance proceeds, will be included in the i 
sured’s estate. Cf. Liebman v. Hassett, 148 F. 2d 247 
(CA-1, 1945). 

8IRC Sec. 677(a) (3). It should be noted that the 
income of the trust would not be taxable to the 
grantor-insured if consent of an adverse party were 
required for use of the income to pay premiums, but 
this ‘type of trust is rarely used. For a discussi0, 
see Mannheimer, Wheeler & Friedman, “An Unex- 
plored Form of Insurance Trust,” 34 Taxes—The 
Tax Magazine—494 (July, 1956). 
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igome {10m the securities which is used 
io pay the premiums on the insurance 
on the hu- band’s life will be taxed to the 
rust as a ~eparate taxpayer.” 

Where the wife does not have substan- 
tial mean~ of her own, it is possible to 
transfer to the trust insurance on her life 
and to have the husband contribute the 
ecurities to fund the trust. In many 
cases, insurance on the wife’s life will be 
desirable anyway to compensate for loss 
of the estate tax marital deduction and 
of the right to file joint income tax re- 
turns in the event that the wife should 
die prematurely. The trust can be con- 
inued at least until the death of the sur- 
vivor of the wife and the husband, with 
appropriate discretion in the trustee to 
lend money to or buy assets from the 
estates of either or both of them, thus 
making the insurance proceeds available 
for payment of estate taxes and admin- 
istration expenses. 

If the husband does not want to part 
permanently with the securities required 
to fund the trust of insurance on the 
wife’s life, a so-called short term trust 
can be created for a period of ten years 
or more.'° During the continuance of 
the trust, the income of the securities 
used to pay the premiums on the insur- 
ance would be taxed to the trust. At the 
end of the trust term, the securities 
would come back to the husband. How- 
ever, the insurance policies or their pro- 
ceeds could not be returned to him since 
this would result in the income of the 
trust being taxable to him.'! The insur- 
ance would have to be distributed to 
someone other than the husband, e.g., a 
child or the wife.'? It would seem that 
the insurance could not continue to be 
held in the trust since the distribution of 
the securities would then result in appli- 
cation of the five-year throwback rule.’* 

In the foregoing examples, we have 
assumed that the insurance is on the life 
of the wife or the husband. The funded 
insurance trust may also be used to carry 
insurance on the life of any other mem- 
ber of the family, e.g., a child. It should 
also be noted that the use of funded 
trusts to carry life insurance is not lim- 
itd to the situation where the insur- 
ance policies are transferred to the trust 
by a grantor. The trust agreement may 


*W. C. Cartinhour, 3 TC 482 (1944). 

IRC Sec. 673. 

"IRC Sec. 677 (a) (2). 

_ “Even if the wife had contributed to the trust the 
Msurance policies on her life, it would appear that 
Providing for distribution of the policies to her 
Would not result in the income of the trust being 
taxable to her. She would not be the grantor with re- 
Spect to the income-producing property, and IRC 
Sec. 677 should have no application. 

“IRC Secs. 665-668. The exception contained in 
IRC See. 665 (b) (4) for final distribution of a trust 
Would seem to have no application to a distribution 
a partial termination. 
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authorize the trustee to take out insur- 
ance on the lives of designated members 
of the grantor’s family and to use the 
trust income to pay the premiums. 


Throwback Rule 


A point sometimes overlooked is that 
the throwback rule applies to funded life 
insurance trusts, because the income 
used to pay the premiums is in effect 
accumulated. Accordingly, a trust whose 
income is used to pay premiums on life 
insurance should not also provide for 
distributions of principal to the benefi- 
ciaries. While the insured is alive, the 
insurance trust should be limited to the 
payment of premiums on the insurance 
(except for any excess income), and a 
separate trust should be used for distri- 
butions of income and principal to the 
beneficiaries. ‘ 


Testamentary Life Insurance Trusts 


Inter-vivos trusts, both permanent and 
short term, are often used to carry in- 
surance on the lives of members of the 
grantor’s family, e.g., a wife or a child. 
It is less common, however, for testa- 
mentary trusts to be used to carry in- 
surance on the lives of members of the 
testator’s family. Nevertheless, giving a 
trustee under a will the power to carry 


insurance on the life of a beneficiary — 
say a son of the testator — can produce 
very desirable tax consequences. 


Under the conventional arrangement, 
the trust income is paid to the son and 
he carries his own life insurance for the 
benefit of his family. However, if instead 
of giving the trust income to the son, the 
trustee uses the income to carry insur- 
ance on the life of the son, two impor- 
tant tax advantages are achieved. In the 
first place, the income used to pay the 
premiums is taxed to the trust as a 
separate taxpayer, although the son gets 
the present benefit of the income since it 
is being used to carry insurance that he 
himself would otherwise have to carry. 
Secondly, if the trust lasts through the 
son’s life, the insurance proceeds can 
pass to the family of the son without 
payment of any estate tax.'* If the son 
is in substantially higher income tax 
brackets than the trust, as is likely to be 
the case, the combination of income tax 
and estate tax savings results in the son’s 
family ending up with a great deal more 
of insurance proceeds than if the income 


4Care must be taken that the son is not given an 
incident of ownership in the insurance policies. In 
this connection it should be noted that a limited 
(non-general) power in the son to appoint the trust 
principal by his will, may be regarded as an incident 
of ownership in the policies. 
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of the trust had been distributed to the 
son and he had carried his own insur- 
ance. 


Testamentary Trusts as 
Beneficiaries of Life Insurance 


The State of New York has recently 
enacted a statute which is likely to en- 
courage the use of trusts as beneficiaries 
of life insurance policies. It is Section 
47-£ of the Decedent Estate Law, effec- 
tive January 1, 1961.'° The section pro- 
vides in part that life insurance proceeds 
may be made payable to the trustee of a 
trust created by the insured during his 
lifetime, and that the trust agreement 
will be valid although there is no trust 
corpus other than the trustee’s right to 
receive the insurance proceeds as bene- 
ficiary. It is believed that this provision 
is merely declaratory of existing law.'® 


The more interesting feature of Sec- 
tion 47-f relates to testamentary trusts. 
It provides that insurance proceeds may 
be made payable to trustees under a will, 
that such proceeds shall not be subject 
to debts of the insured, and that such 
proceeds shall qualify for the New York 
estate tax exemption for life insurance 
proceeds payable to a beneficiary other 
than the estate of the insured. 


The section suggests problems as to 
the effect under the federal estate and 
gift tax law of making insurance pro- 
ceeds payable to testamentary trustees of 
the insured. Where the insured has no 
incident of ownership in a policy but his 
testamentary trustee is named as benefi- 
ciary, the insurance proceeds would 
probably be includible in the insured’s 
estate for federal estate tax purposes.17 
Even if the proceeds were not consid- 
ered as payable to the estate, the insured 
would certainly be regarded as having 
an incident of ownership in the policy, 
because of his power to change his will 
up to the time of his death and thus 
determine the identify of the beneficiar- 
ies. 

Amounts, including life insurance pro- 
ceeds, payable under a qualified non- 
contributory pension or profit sharing 
plan are exempt from federal estate tax 


“The New York statute is based on an earlier 
Wisconsin statute, Sec. 206.52. This statute and the 
entire problem of payments of insurance proceeds 
to testamentary trustees are discussed in Lawthers, 
“Testamentary Trustees as Beneficiaries Under Life 
{nsurance Policies,”’ IX Journal of The American 
Society of Chartered Life Underwriters 307 (Fall, 
1955). See also discussion in Barton, ‘“‘The Role of 
Trusts in Life Insurance Planning,” 98 TRUSTS AND 
ESTATES 16 (Jan. 1959). 

161 Scott on Trusts, Sec. 57.3. 

In the absence of a statute such as the New York 
statute referred to in the text, the tax departments 
of New Jersey and Connecticut have indicated in 
informal rulings that life insurance proceeds pay- 
able to insured’s testamentary trustees will be treat- 
ed for state tax purposes as life insurance proceeds 
payable to the estate of the insured. 
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C. L. Us HONORED 
William R. K. Mitchell, vice chairman of Provident Tradesmens Bank and Trust Co. 
Philadelphia, presents Russell R. Aylor of State Farm Life Insurance Co., Springfield, 
Delaware County, a Pledge Plaque in recognition of his recent designation as a Chartered 
Life Underwriter. Aylor is one of sixteen recipients of the C. L. U. designation who were 
honored by the bank at a luncheon on April 5. Onlookers are Joseph H. Reese, Jr. (right), 
President of the Philadelphia Chapter of the American College of Life Underwriters, and 
John J. Buckley, Vice President in charge of Provident’s Estate Planning Department. 





where they are “receivable by any bene- 
ficiary (other than the executor). . .”18 
Although literally a testamentary trustee 
is a beneficiary other than the executor, 
it is doubtful whether the government 
will concede that the exemption applies 
to life insurance proceeds payable to a 
testamentary trustee. 


Under IRC Sections 2041 and 2514, 
relating to powers of appointment, a 
donee’s power to appoint to his testa- 
mentary trustee may very well be con- 
sidered equivalent to a power to appoint 
to his estate, so as to make the power a 
general one. On the other hand, under 
IRC Sections 2056 and 2523, relating 
respectively to the estate tax and gift tax 
marital deductions, a power in the sur- 
viving spouse or the donee spouse to ap- 
point to her testamentary trustee would 
probably not be considered equivalent to 
a power to appoint to her estate, so as to 
qualify the bequest or gift for the mari- 
tal deduction.’® 


It is suggested that until the various 
problems are clarified, use of the testa- 
mentary trustee beneficiary designation 
be limited to situations where the estate 
and gift tax aspects are not significant 
factors. A typical situation where the 
designation of the insured’s testamentary 
trustee may be desirable is in the case of 


IIRC Sec. 2039(c). 

‘Having nothing to do with taxes, is the question 
whether, under Sec. 18 of the New York Decedent 
Estate Law, a surviving spouse would have a right 
of election with respect to insurance proceeds pay- 
able to the deceased spouse’s testamentary trustee. 
It would seem that the deceased spouse could not 
retain the power to dispose of the property by his 
will and still have it excluded from his estate for the 
purpose of determining the elective share of the sur- 
viving spouse. 


a man of modest means with a wife and 
young children. He names his wife as 
beneficiary of his insurance and, in or- 
der to achieve flexibility and to avoid 
guardianships, he designates his testa- 
mentary trustee as contingent benefici- 
ary to receive the insurance proceeds for 
the benefit of his children in the event 
that his wife should predecease him.”’ 


20Where the will provides for more than one trust, 
a construction question may arise unless the will 
prescribes the proportions in which the insurance 
proceeds are to be allocated to the respective trusts. 
Where one of the trusts is a marital deduction trust, 
the proportion of the insurance proceeds which is 
allocated to this trust will depend on the extent to 
which the testator desires to qualify these proceeds 
for the marital deduction. Where the testator uses 
a formula clause designed to achieve the maximum 
allowable marital deduction, allocating part of the 
insurance proceeds to the marital deduction trust 
may result in overqualification. In that case, the 
will could allocate to the marital deduction trust so 
much of the insurance proceeds, if any, as may be 
required to bring the trust up to the desired maxi- 
mum, with the balance of the insurance proceeds g0- 
ing into the non-qualifying trusts. 


AB A 


Arkansas Trustmen Hear 
Wormser 


A talk on “The Corporate Fiduciary 
and the Exercise of Discretions” by) 
Rene A. Wormser, noted estate planning 
attorney from New York, featured the 
annual conference sponsored by the 
Trust Committee of the Arkansas Bank 
ers at Little Rock on April 27. 

Local lawyer Edward L. Wright dis 
cussed features of the recently enacted 
Uniform Commercial Code of interes! 
to bank men. Other legislation, includ: 
ing the new law permitting incorpore 
tion of statutory powers in wills and 
trust agreements, was highlighted by 
W. P. Hamilton, Jr., also of Little Rock. 
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Seeking... 


...A sound estate plan to provide maximum 
protection for his family, goes to... 

... His attorney for advice on the probate, 
tax and trust law essential to a sound Will 
and other legal instruments in his over-all 
estate program, and sees... 

... Hanover for the benefits of its officers’ 
prudent, experienced judgment in practical 


estate and trust matters. 
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New RULES For SECURITY TRANSFERS 


Uniform Commercial Code Provisions Explained 


cE. G KELLEY 


Assistant Vice President, Old Colony Trust Company, Boston, Mass. 


HERE ARE TWO BASIC REQUIREMENTS 
i bring a transfer of securities with- 
in the provisions of Article 8 of the Uni- 
form Commercial Code:* 


1. The securities must be those of an 
issuer organized in a code state. 

2. The signature to the endorsement 
must be guaranteed by an accept- 
able guarantor in a code state. Of 
course, if an acceptable guarantor 
elsewhere wishes to be bound by 
the code warranties, it can do so by 
binding itself in written form. 


As to #1, section 8-106 states “The 
validity of a security and the rights and 
duties of the issuer with respect to regis- 
tration of transfer are governed by the 
law (including the conflict of laws rules) 
of the jurisdiction of organization of the 
issuer.” 

Under section 8-312-(1) the warran- 
ties provided by the signature guaranty 
are that: 


1. The signature was genuine. 

2. The signer was an appropriate per- 
son to endorse. 

3. The signer had legal capacity to 
sign. 


The warranties speak as of the time of 
signing. 

The second kind of guaranty provided 
by section 8-312(2) is the guaranty of 
endorsement. Here the guarantor war- 
rants not only the signature but also the 
rightfulness of the transfer in all re- 
spects. Although the issuer or its trans- 
fer agent cannot directly require this 
guaranty, brokers have taken advantage 
of its use in certain difficult and unusual 
cases. 

The privilege of executing an accept- 
able guaranty has been granted in a lim- 
ited way. It has been the practice in Bos- 
ton to accept those signed by an officer 
of a national bank or trust company or 
by a member of the Boston or New York 
Stock Exchange. 





Based upon an address at a clinic sponsored by 
New England Law Institute, Inc., Boston, March 
11, 1961. 

*My first public endorsement of the Code was 
voiced in an address at the 1958 annual conference 
of The Stock Transfer Association, published in the 
February 1959 issue of TRUSTS AND ESTATEs. It con- 
tains material supplementary to this paper. 
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The Code defines the guarantor in 
Section 8-402(2) as a person reasonably 
believed by the issuer to be responsible. 
The same section also gives the issuer 
permission to adopt standards as to re- 
sponsibility as long as they are not mani- 
festly unreasonable. The rapidity of 
communication by air, the spread of 
stock ownership, costs and other factors 
have caused us to begin a revaluation of 
guarantors geographically so that even- 
tually members of Midwest Stock Ex- 
change and Pacific Coast Stock Ex- 
change may have the privilege under 
closely controlled conditions. Negotia- 
tions are being conducted through The 
Stock Transfer Association whose mem- 
bers come from the United States and 
Canada. 


Endorsements 


An individual should sign his name 
just as it appears on the face of the se- 
curity. In processing transfers, the name 
on the security is all we have to go by. 
We do not have the stockholder records 
for all our companies. Even though we 
have them it is not practicable to exam- 
ine the records before recording each 
transaction. 

In the event the transaction is for the 
sole purpose of obtaining a new certifi- 
cate with the correct name and having 
the record corrected, then the endorse- 
ment would read, “John Doe wrongly 
described as John Roe” or “John Doe 
otherwise known as John Roe.” 

This is a good place to refer to elec- 
tronic data processing. About one half 
of our old ledger card records are al- 
ready converted to magnetic tape. Soon, 
it will no longer be possible to go to a 
file, open the drawer, withdraw a card 
and examine an account visually. Our 
data processor will do certain things 
with the information fed into it. It will 
add, multiply and subtract — one unit 
at a time but with incredible speed and 
exactitude. If John Alden Bradford is 
recorded as the owner of 100 shares of 
Milkyway Corporation and he purchases 
100 additional shares but gives the name 
of John A. Bradford, a new account will 


be opened for him and he will wonder 
why two dividend checks are sent to him 
at the next dividend payment date, 
Stockholders, their lawyers, accountants, 
banks, brokers and _ fiduciaries must 
learn to deal in exact names and titles, 
The same is true for account addresses, 

An endorsement by a personal repre. 
sentative is more properly made in the 
name of the registered holder by the 
executor, administrator, attorney-in-fact, 
etc. A trustee is the principal so he signs 
his name followed by his capacity as 
trustee under a will or other trust in- 
strument. 

It is contemplated that there be an en- 
dorsement in all cases in which a trans- 
fer of title is to be recorded on the books 
of the issuer. It is the one who signs the 
form who should have his signature 
guaranteed. 


Special Endorsements 


It is the special endorsement with 
which the issuer or its transfer agent 
deals generally. This means that the 
name of the transferee with his address 
must be entered so the issuer will be able 
to deal with a completed instrument and 
properly record the transaction. Several 
situations are given specific treatment in 
section 8-308 which answers the ques- 
tion, who is the appropriate person to 
endorse? 

First, the person named on the secur- 
ity is the appropriate person to endorse 
if he is in being and legally capable of 
doing so. 

Second, if he is named in a fiduciary 
capacity he should sign as such, other- 
wise his successor. 

Third, when two or more persons are 
named in a fiduciary capacity all should 
sign indicating that capacity. There are 
variations. The remaining fiduciary may 
sign alone, in the event the others have 
died or resigned, even though a success: 
or may have been appointed. Although 
the Code does not require the signature 
of a successor trustee, in addition to the 
remaining trustee, it should be obtained 
as explained in the note on page 97 of 
Bankers Manual on the Code. That is, 
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the proposition to accept the signature 
of a reniaining trustee without having a 
possible successor sign with him is a 
change 1) the substantive probate law 
which requires the signatures of all. 

Consequently, as to trustees, the en- 
dorsemenit of all named on the face of 
the security should be accepted without 
documentation, If, however, there is a 
variation and those named as trustees 
are not endorsing, it is necessary that we 
have assurance that those who did sign 
were all of the trustees at the time of 
signing. 

Incumbency may be proved by an of- 
fcial court certificate of appointment or 
the trust instrument or a certified copy 
thereof or written assurance from a re- 
liable source of the facts to be proved. 
When a trust instrument is examined for 
incumbency we are not on notice of 
other contents. We will consider these 
proofs later on when specific transfers 
are covered. 

Fourth, when an individual named on 
the security cannot sign by reason of 
death or should not because of legal in- 
capacity, his personal representative is 
the appropriate person to endorse. 

Fifth, in the case of joint tenants or 
tenants hy the entirety all tenants or the 
survivors, as such, should endorse. 

Sixth, the endorsement by an agent is 
provided for when he can act within 
legal limits. 

Seventh, there is provision for other 
situations not specifically covered by the 
section so that new titles for property 
holding may be recognized and dealt 
with accordingly. 


Illustrative Transfers 


It would be appropriate at this time to 
consider several types of transfers to see 
what can be done without the documen- 
lation required before the advent of the 
Code. 

There is no change for endorsements 
by individuals named on the security. 
But, what if we see an endorsement by 
an attorney-in-fact? At one time we 
would have to examine a copy of his 
power certified within one month that it 
Was a true and complete copy still in 
full force and effect and that the maker 
was still alive. Now, with a security is- 
sued by an organization of a Code state 
and a code guaranty, there need be no 
documentation whatever and no ques- 
tions asked even though the attorney is 
transferring the title to his individual 
hame. 

In a similar manner, an endorsement 
made by an officer of a corporation need 
not he questioned. In this category may 
he included business trusts, joint ven- 
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tures, partnerships, unincorporated asso- 
ciations; even investment clubs which 
may have been organized over the neigh- 
bor’s back yard fence. 

Under former rules, you would have 
to obtain certifications by the corporate 
secretary, under seal, currently dated, 
quoting votes of stockholders, boards of 
directors, finance committees or give cer- 
tified copies of articles of associations or 
bylaw provisions and name the signing 
officer as having been duly elected and 
that the whole set-up was in force on the 
date of the endorsement. Then the signa- 
ture of the secretary would have to be 
guaranteed. As for the back yard invest- 
ment club, every member would have to 
sign, and the signatures would have to 
he supported by evidence that they rep- 
resented all of the members of the club. 
Under the Code, one member can be the 
appropriate person even though his pow- 
er was informally given. 

Tenancy in common requires the sig- 
natures of the survivors and also that of 
the executor or administrator of the de- 
ceased tenant. In no event do we need 
documentation under the Code to prove 
survivorship or appointment, this being 
covered by the signature guaranty. 

Considerable documentation is saved 
in the category of decedent transfers. 
Examination of the stock certificate 


shows the state of incorporation and of 
the guaranty to be a code state. Next we 
need to know the situs of the estate for 
two reasons. First, the estate should be 
subject to either the Code or one of the 
short acts for simplification of fiduciary 
security transfers, (Model and Uniform) 
and secondly, we have to perform our 
duties with respect to estate and inheri- 
tance taxes. 

Situs may be proved by the tradition- 
al court certificate of appointment, by 
the usual affidavit of domicile or a certi- 
fication from a reliable source. Certifica- 
tions may be made by the same people 
whose guaranties of signature are ac- 
ceptable or by the attorney handling the 
legal affairs of the estate. This completes 
documentation except in those few cases 
when an actual inheritance tax waiver is 
needed. 


Situs 


When analyzing a transfer, we must 
know the situs of the issuer, transfer 
agent, estate or trust, and guarantor. Is- 
suers and transfer agents in this Com- 
monwealth have the blessing of the Code. 
So do estates and trusts located here. 
However, our principal may be organ- 
ized in another state which has neither 
the Code or one of the short acts. That 
state may require that responsibility for 
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inheritance tax be discharged by the fil- 
ing of an official inheritance tax waiver 
or an affidavit of domicile by a surviving 
tenant or the executor or administrator. 
In addition, there are a few states where 
we check on inheritance tax because of 
the nature of the tax laws of the dece- 
dent’s domicile. 

Another tax area to be policed in- 
volves a foreign probate. If an estate is 
being settled in a foreign country, we 
may have to ask the executor or admin- 
istrator (or his foreign counterpart) to 
file with us a “transfer certificate” or 
federal estate tax waiver to cover any 
tax due the United States Treasury De- 
partment. 


Conflict of Laws 


The other side of the situs picture con- 
cerns the use of certain statutes to solve 
the conflict of laws situations. The Uni- 
form Short Act was recommended for 
enactment in lieu of the earlier Model 
Act by the National Conference of Com- 
missioners on Uniform State Laws. In 
the field of fiduciary transfers, a state 
could adopt either and get on the band- 
wagon to reduce documentation. The 
Uniform Short Act would give some re- 
lief and the Code could be enacted by 
the same state at a later date. 

The Model Act was adopted by Con- 
necticut, Delaware and Illinois. Like the 
Uniform Short Act, the Model Act cov- 
ers fiduciary transfers only. 

Both of the short acts require the sub- 
mission of evidence of appointment in 
certain cases. A court certificate of ap- 
pointment must be dated within 60 days 
of the recording of the transfer. The 
Code provides that such an appointment, 
when it is used, be dated within 60 days 
before the transfer is presented to be 
recorded. Under all three statutes, an 
endorsement by a fiduciary named on 
the face of the security requires no sup- 
porting papers. 

Our approach to fiduciary transfers in 
this field is to make a few determina- 
tions in this order. First, we ask, what is 
the type of law in the state of incorpora- 
tion or organization? Then, what is the 
type of law in the situs of the trust or 
estate? Do we have a code guaranty? 

If the state which governs our princi- 
pal has the Code as we do, we can go all 
the way if we have a code guaranty. In 
the event the statute is the uniform or 
model act, then we are limited to fidu- 
ciary transfers and must get any docu- 
mentation which either may require. 
Those principals organized in states 
which have none of the three acts must 
have their transfers processed under the 
old rules. 
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Procedure Illustrated 


Suppose there is presented for trans- 
fer stock of a Pennsylvania corporation 
owned by a decedent whose estate is be- 
ing settled through a Massachusetts Pro- 
bate Court. Pennsylvania as well as Mas- 
sachusetts operates under the Code. The 
executor endorses the certificate and ob- 
tains a code guaranty. The name and ad- 
dress of the transferee are filled in the 
assignment form and the certificate is 
presented to a transfer agent in Boston. 
The situs of the estate may be estab- 
lished by exhibiting an official certificate 
of appointment of the executor. Some 
agents will accept the certification of 
counsel for the estate. The assurance of 
a bank or trust company is also good. 
Brokers who have membership in either 
the Boston or New York Stock Exchange 
may also give written assurance of situs 
over an authorized signature. 

In this case an affidavit of domicile 
would be required by Pennsylvania and 
this document showing that the domicile 
of the decedent was not in the Common- 
wealth would ordinarily be sufficient. All 
that remains then is to take care of the 
federal stock transfer tax and the trans- 
fer will be accepted for either a sale or 
distribution even though the new certi- 
ficate is to be issued in the name of the 
executor individually. 

The same general procedure applies 
to trusts. In this case there should be no 
need to check situs by local transfer 
agents. Situs is checked out when an en- 
dorsement is made by trustees other than 
those named on the face of the certifi- 
cate. Situs in a code or short act state 
would merely require evidence of incum- 
bency. For a court trust it could be a 
court certificate of appointment. For a 
voluntary trust it could be a copy of the 
instrument certified to be a true and 
complete copy with all amendments, if 
any, to date. This certification would be 
made by the same people whose guar- 
anty is acceptable. For either a court or 
voluntary trust and in lieu of the papers 
just mentioned, a certification by one 
whose guaranty is acceptable or by 
counsel for the estate should suffice. 


Additional Assurances 


Those issuers and transfer agents 
which genuinely want to cut down docu- 
mentation will, in all cases possible, dis- 
pense with the types of assurances which 
under section 8-402 may be required by 
a transfer agent to prove endorsements 
are effective, except for the requisite 
guaranty of signature and the assurance 
in that trust situation, already men- 
tioned, that all who are required to sign 
have done so. 





No longer need a bank have concern 
in its transfer department about jp. 
formation which may be in the posses. 
sion of its banking department affecting 
a particular transfer. On the other hand. 
when we ask that a will or trust be sub. 
mitted for examination, we are on no. 
tice of all of its contents, and may be 
forced to require additional proof of 
matters other than proof of identity, 


Adverse Claims 

Another tool provided by the Code as 
adopted in Massachusetts is contained in 
section 8-403. The activity under this 
section mainly concerns notices of the 
loss, theft and destruction of securities, 
It also involves all sorts of disputes over 
ownership and the exercise of rights and 
powers claimed by litigants. 

Notices of adverse claim should be 
carefully prepared before they are sent 
to the transfer agent so that they will 
contain the elements required by the sec. 
tion and will enable the people who will 
handle the notice to promptly locate the 
account and place an effective stop trans. 
fer on the record. 

Our duties are now clear, when we re- 
ceive a certificate against which a stop 
transfer has been entered. Notice of re- 
ceipt of the certificate is given the ad- 
verse claimant who has thirty days to 
take appropriate action or allow the 
transaction to be recorded. This section, 
like others in Article 8, shows clearly the 
steps to be taken by adverse claimants 
and issuers and their agents and replaces 
the old, uncertain methods. 

Other parts of Article 8 contain equal. 
ly helpful provisions which will clarify 
areas which were formerly uncertain. 
There are additional tools which will en- 
able counsel to conserve their time and 
better serve their clients. 
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CONNECTICUT TRUSTMEN AND LAWYERS 
HEAR PANEL PLANNING 


Some 300 trustmen and their attorney 
guests attended the annual Connecticut 
Trust Conference at New Haven on May 
3. A panel of three experts spent the 
morning probing the case of Bill Boxx. 
a corporation executive faced with es 
tate planning problems. The afternoon 
was given over to answering questions 
from the audience. 

The “team” consisted of Joseph 
Trachtman, New York legal editor of 
T&E; Robert B. Baumgartner, C.L.U.. 
a member of the Million Dollar Round 
Table; and William C. Fenniman, vice 
president of Connecticut Bank & Trust 
Co., West Hartford. 
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PLANNING DEATH BENEFITS 
for AV Emp oyee 3 Whdow 


ALBERT FENDIG 


Gowen, Conyers, Fendig & Dickey, Brunswick, Georgia 


T IS TO BE EXPECTED THAT A CORPO- 
l ration may want to contribute some- 
thing directly to a widow of a deceased 
executive or employee who has rendered 
long or valuable service. Such a payment 
may be a voluntary one decided upon 
after death of the employee or one voted 
by the directors of the corporation dur- 
ing employment. Whether voluntary or 
contractual, such payments present the 
questions of whether they are deductible 
by the corporation as expense, includi- 
ble in the gross estate of the deceased 
employee, and taxable to the widow. 


Code and Regulations Background 


For nearly four decades the Regula- 
tions provided that, “Amounts paid by 
a taxpayer for pensions to retired em- 
ployees or their families or others de- 
pendent upon them . . . are proper de- 
ductions as ordinary and necessary ex- 
penses .. .” [t was immaterial whether 
payments to the widow were made vol- 
untarily or under a contractual obliga- 
tion. 

The Regulations under the 1954 Code 
do not contain any similar provision. A 
Ruling issued in 1939 states that a de- 
duction may be allowable under the 
conditions stated in the Regulations al- 
though it constitutes a gift to the widow. 
This Ruling has not been withdrawn 
and has been relied upon in rulings is- 
sued as late as 1959. 

The omission of this provision from 
the present Regulations is probably at- 
tributable to the Treasury’s present posi- 
tion that any “plan” for the direct pay- 
ment of a widow’s pension is subject to 
the “deferred compensation” limitation 
of Code Section 404. Because the “plan” 
is one for “deferred compensation,” no 
deduction is allowable until actual pay- 
ment even if accrual of a fixed obliga- 
tion would otherwise be proper. (Rev- 
enue Ruling 60-31). 


Excerpts from paper before Estate Planning In- 
stitute at University of Georgia, March, 1961. 
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Section 101(b) sets forth the general 
rule that “Gross income does not in- 
clude amounts received (whether in a 
single sum or otherwise) by the benefi- 
ciaries or the estate of an employee, if 
such amounts are paid by or on behalf 
of an employer and are paid by reason 
of the employee’s death.” 

Subparagraph (A) limits the aggre- 
gate amounts excludable under this rule 
to $5,000 with respect to any employee. 
Subparagraph (B) stipulates that the 
general rule shall not apply to amounts 
with respect to which the employee pos- 
sessed, immediately before his death, a 
nonforfeitable right to receive the 
amounts while living. Exceptions are 
listed as stock bonus, pension or profit 
sharing trusts, or an annuity contract 
defined in Sections 401, 402 and 501. 

Subparagraph (C) excludes joint and 
survivor annuities. Subparagraph (D) 
deals with other annuities and describes 
when such amounts are excludable under 
the general paragraph (1). 

Section 1.101-2 of the Regulations 
states that it is immaterial whether the 
payment is made by or on behalf of 
the employer directly or in trust, and 
whether or not the payment is made 
pursuant to a contractual obligation of 
the employer. 


Section 1.101-2(d) list the following 
as “non-forfeitable rights’: (1) an 
amount to which an employee would 
have been entitled if he had made an 
appropriate election or demand for it, 
or to which he would have been en- 
titled if he had retired or terminated 
his employment before his death; (2) 
the present value (immediately before 
his death) of amounts payable if the 
employee had terminated his employ- 
ment and continued to live; and (3) 
any amount to the extent it is paid 
instead of amounts described in (1) or 
(2) above, but not if the obligation to 
pay the amount arose solely because 


of a fact or circumstance which arose 
after the employee’s death. 


Deductibility by Employer 


Whether or not a widow shall be 
paid a post-death benefit often depends 
upon whether or not such payment can 
be deducted. From Ruth Hahn, TC 
Memo, CCH 20,249, it would appear 
that the deductibility of any payment is 
not affected by its non-taxability under 
Section 101(b). Generally, an amount 
paid to a person other than the one 
rendering the personal services is not 
deductible as compensation. However, 
deductibility of payments to benefici- 
aries of deceased employees as compen- 
sation for past services rendered de- 
pends upon the “reasonableness” of 
such payments and a limited period of 
payment. 

In early rulings and cases the limited 
period was considered to be no more 
than two years. Reasonable amount was 
considered to be an amount not in ex- 
cess of the compensation which the de- 
cedent would have earned for two years. 

In a recent case, Fifth Avenue Coach 
Lines, Inc., 31 T.C. 1080, the Tax Court 
allowed a deduction for payments to the 
widow aggregating the husband’s salary 
for 2 years 7 months, spread over a 
long period of years. It apparently keyed 
its decision to the reasonableness of the 
amount rather than the period over 
which the payments were to be made. 

There seems to be little question bul 
that payments pursuant to a contractual 
obligation are more readily deductible 
than those made on a voluntary basis 
(Rev. Ruling 55-436). 


Includibility in Estate 


Section 101(1)(B) provides that the 
$5,000 death benefit exclusion from 
gross income does not cover amounts 
with respect to which the employee had, 
“immediately before his death, a nom 
forfeitable right to receive such amount 
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while li. ng.” If the former employee’s 
rights « re nonforfeitable, the value of 
the sur vorship annuity — for this is 
really w' at his widow will receive after 
his deat’ — is included in his gross 
estate ur ier Section 2039 of the Code. 


The no:forfeitable payments are not 
made by -eason of the employee’s death; 
they belong to him regardless of his 
death. 

Section 23(g) of the 1958 Technical 
Amendment Act sets forth three excep- 
tions to the above rule. Thus, notwith- 
standing any nonforfeitable rights of 
the employee, the $5,000 exclusion ap- 
plies to total distributions paid to a 
widow or other beneficiaries within one 
taxable year of the distributee by reason 
of the employee’s death — 

(1) By an exempt qualified em- 
ployee trust; 

(2) Under an annuity contract un- 
der a qualified employee annuity plan; 
or 

(3) Under an annuity contract 
purchased by a tax-exempt religious, 
charitable or educational organization. 


What Are Forfeitable Rights? 


In order to compare “forfeitable” 
with “nonforfeitable” rights let us con- 
sider two alternate provisions in an em- 
ployment contract between a corpora- 


tion and an executive. In one instance 
the executive is required to furnish ad- 
visory service to his former employer 
during retirement. His rights are for- 
feitable since his benefits cease if he 
ceases to advise. In another instance, 
stipulated benefits are payable without 
qualification during his lifetime. Now 
his rights are nonforfeitable. 

I have over-simplified. Assuming de- 
cedent’s rights were forfeitable in event 
of his failure to perform advisory serv- 
ice, nevertheless, the Internal Revenue 
Service has taken the position that as 
long as decedent was actually receiving 
payments at the time of his death the 
fact of forfeitability on the happening 
of some contingency which no longer 
can happen cannot defeat Section 2039 
and the value of his widow’s survivor- 
ship annuity will be included in his 
gross estate. (Regs. Section 20.2039 1 
(b) 1.) 

Finally, if the employee died while 
still employed and his death benefits are 
forfeitable, Section 2039 does not apply. 
Where this Section is inapplicable, a wi- 
dow’s payment made pursuant to an 
agreement is includible in the decedent’s 
gross estate in only two general situa- 
tions: (1) where the payment is prop- 
erty in which decedent had an interest 


at the time of his death; and (2) where 
an interest in property was transferred 
by decedent prior to his death, but he 
continued to retain some significant in- 
terest therein until his death or trans- 
ferred such interest within three years 
of his death. 

How can we determine such a prop- 
erty interest? In Estate of William S. 
Miller, 14 TC 657 (1950) (Non-acq.) 
decedent’s employer agreed to pay him 
$15,000 a year for life upon retirement, 
plus $3,000 a year to his widow. The 
various payments were forfeitable prior 
to decedent’s death upon a number of 
contingencies. The Tax Court held that 
the forfeitability prior to decedent’s 
death prevented the widow’s death bene- 
fit from being an interest in property. 
It was a mere expectancy. See also Simi- 
larly in Molter v. United States, 146 F. 
Supp. 497, (1956). 

But in Estate of Albert B. King, 20 
TC 930 (1953) an employee received a 
bonus payable in four equal annual in- 
stallments. The first was payable cur- 
rently, the future payments were for- 
feitable if the employee left the com- 
pany in the interin. The Tax Court held 
that the future payments were includible 
in the decedent’s gross estate because 
the forfeiture provision was found to 
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be only a condition subsequent which 
could divest the decedent of property in 
which he continued to have an interest 
at the time of his death. 

Once it is determined that an inter- 
est in property existed, then it must be 
ascertained whether the decedent made 
a transfer. If an interest in property is 
present and a prior transfer of this in- 
terest is found to have been made by 
the decedent, the property will be in- 
cluded in the decedent’s gross estate 
only if he retained some sufficient inter- 
est at the time of his death or if he 
made the transfer in contemplation of 
death. To determine what is a sufficient 
retained interest it is necessary to apply 
several different sections of the Code. 


e If decedent retained possession or 
right to income, or right to designate 
who is to possess such property or in- 
come, Section 2036 will place the 
property in his gross estate. 

e If designated beneficiary can 
only obtain enjoyment of property by 
surviving decedent and decedent re- 
tained a 5% reversionary interest, 
Section 2037 applies. 


e If decedent retains right to alter, 
revoke or terminate his prior trans- 
fer, Section 2037 applies. 


e If decedent had a general power 
of appointment over property, Section 
2041 applies. 


e And, finally, if property consti- 
tutes a part of a joint and survivor 
annuity, Section 2039 applies. 


Gift Tax Angle 


Where a business voluntarily makes 
payments to a deceased employee's wi- 
dow, the first $5,000 is, as stated. tax 
exempt as a matter of law. Whether any 
amount over $5,000 is also tax free has 
been litigated continuously over the last 
several years. 

The key argument for treating the 
payment over $5,000 as non-taxable was 
that the employer paid it voluntarily or 
gratuitously and without any contractual 
or moral obligation. That made the pay- 
ment a gift and the tax law specifically 
excludes gifts from being treated as 
income. But, in June of 1960, the Su- 
preme Court of the United States de- 
cided three cases, Comm. v. Duberstein, 
Stanton v. U. S.. and U. S. v. Kaiser, 
holding. “The mere fact that a payment 
is made without legal or moral obliga- 
tion doesn’t make it a gift which would 
be tax free. In order to be a true tax 
free gift, the payment must be made 
from a detached and disinterested gen- 
erosity out of affection, respect, admira- 
tion, charity or like impulses.” 

Prior to the Supreme Court decision 
the Tax Court had held many times 
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that gratuitous payments to a widow 
were tax free. Now the Tax Court says 
that payments made in recognition of 
the deceased husband’s past services are 
taxable even though there was no obli- 
gation to pay the widow. Estate of Mar- 
vin G. Pierpont, 35 T.C. No. 10. 

In U. S. v. G. Reed, 277 F. 2d 456, 
the 6th Circuit Court of Appeals affirmed 
a decision of a District Court holding 
that a payment to a widow was tax 
free since it qualified as a gift. And the 
District Court for the Northern District 
of Georgia followed the Reed decision 
in the Cowan case, decided two months 
after the Supreme Court decisions. 
Judge Hooper held that the fact Con- 
gress provided in the 54 Code for a 
$5,000 exemption for all death benefits 
did not mean that payments over that 
were to be considered taxable even 
when they qualified as gifts. 

On November 11, 1960, five months 


after the Supreme Court decisions, the 


Tenth Circuit Court refused to disturb’ 


a district court’s finding that a corpo- 
ration intended to make a gift to its 
former president’s wife by 
amounts to her in excess of $5,000, and 
held such gift was non-taxable to the 
widow. (U.S. v. Kasynski.) 

Despite these decisions the Treasury 
continues to insist that all amounts over 


$5.000 are taxable. (TIR-252 9/12/60.) 


Planning 
the Benefits 


Now let us indicate the pitfalls we 
must. try to avoid in planning for the 
widow’s benefits. 

Ideally, a plan for corporate benefits 
to be paid to a widow of a deceased em- 
ployee should be tailored so that the 
plan will not constitute an interest in 
property, not involve a transfer by the 
decedent, nor leave the decedent with 
any kind of retained interest. If any of 
these goals are attained the benefit will 
not be includible in the decedent’s gross 
estate. 

To avoid the danger that the benefits 
will be deemed a property interest, we 
must design the plan or contract so that 
all rights should be subject to forfeiture 
during the life of the employee. We 
might accomplish this by (1) requiring 
that death benefits be payable only while 
the corporation employs the employee; 
(2) providing that after retirement the 
employee will be required to render ad- 
visory services to the corporation. stipu- 
lating that a default in this obligation 
would cause forfeiture of the death 
benefit; (3) inserting a provision in the 
plan that the corporation will be re- 


paying ° 


t 

¥ 

lieved of its obligation to pay the death. 
benefits to the widow in the event of. 
certain contingencies such as the bank. 
ruptcy of the corporation. These and’ 
other such provisions probably would | 
be construed by the courts as depriving’ 
the decedent of any property interest 
even though the Internal Revenue Servi 
ice might contend otherwise. 





To prevent the decedent from being | 
deemed a_ transferor the employee 
should, obviously, have no right to alter 
or amend the designation of beneficiary, 
or to say how, in what manner and 
under what circumstances after death, 
payments will be made. The contract or 
plan should designate the beneficiary, 
not by name but in general terms such 
as “widow” or “widow and children.” 
In those cases where it is possible, the 
death benefit plan or contract should 
be with a class of employees rather with 
an individual and in each case the cor- 
poration should designate the class of 
beneficiary. 


Finally, and perhaps most important, 
the employee should not have any mone- 
tary interest of any kind in connection 
with the death benefits. If he can elect 
to have any part of his interest become 
available to him during lifetime under 
Rev. Rul. 56-656 the plan will not qual- 
ify for the advantages of Section 401 (a). 
Under no circumstances should the con- 
tract involve any joint and_ survivor 
feature. In other words, the employee 
must decide that he is contracting for 
the benefit of his beneficiaries only, and 
can expect to receive nothing during 
his life. 


As to voluntary gifts from the corpo 
ration, I think we can suspect from the 
Supreme Court’s decision in the Duber 
stein case that the amounts in excess of 
the statutory $5,000 will be taxable to 
the recipient as income. 


There are as usual more important 
considerations than just tax avoidance. 
The relationship of the employee and 
his employer. the financial condition of 
the employer, the employee and his w- 
dow, the need for providing funds for 
other beneficiaries and the need that the 
employee himself may have for retire 
ment benefits, all will be of great im- 
portance in deciding whether the em 
ployee should cut himself off from re 
tirement benefits in order to provide 4 
non-taxable death benefit for his widow. 
It should be remembered that if death 
benefits are found to be includible in 
the gross estate of the deceased em 
ployee, they will qualify for the marital 
deduction of his widow. 
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The Man Who Catches Rainbows... 


Bachelor, successful professional man, he works hard 
at his practice, likes to enjoy fully his limited leisure 
time. Trout fishing is one of his favorite ways of relax- 
ing. A Over the years his savings have grown to fairly 
substantial proportions. The management of these 
funds, he feels, is best accomplished by impartial in- 
vestment specialists. That’s why he recently opened an 


Investment Advisory Account at First National City 
Trust. Here his portfolio is under the supervision of an 
experienced team which has available at all times the 
facilities of an outstanding financial organization. That 
leaves him much more time for things like rainbows. 
4 Our Investment Advisory Service is complete, con- 
tinuing, moderately priced, usually tax-deductible. 
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Trust Division, Uptown Headquarters, 399 Park Ave., New York, N. Y. 
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Illinois Trust Division 
Elects Furlong 


Clair W. Furlong, vice president of 
Continental Illinois National Bank & 
Trust Co., Chicago, was elected presi- 
dent of the Trust Division of the Illinois 

, Bankers Associa- 
at the 24th annual 
Trust Conference 
held at the Hotel 
Orlando in Deca- 
tur, April 6. He 
succeeds Fletcher 
Ransom, vice pres- 
ident and trust 
officer of Citizens 
National Bank, Decatur. 

P. W. Vance, vice president of 
Springfield Marine Bank, was named 
vice president of the Division, and 
George Mascott, executive vice presi- 
dent of the I.B.A. was chosen to be 
Division secretary. 

At the morning session the delegates 
heard James C. Daubenspeck, attorney, 
on the “Drafting of Instruments” and 
Frederick O. Dicus, also an attorney, on 
“Taxes.” The luncheon address entitled 
“A Trustee Should Know the Law,” was 
presented by a third attorney, Daniel M. 
Schuyler. 

In the afternoon, “Economic Factors 
Affecting Investments in the 1960's” 
were discussed by Beryl Sprinkel of 
Harris Trust & Savings Bank, Chicago, 
and “Investing Trust Funds Under Pre- 
vailing Conditions” was presented by 
Arthur J. O'Hara of Northern Trust Co., 
Chicago. 

Committee reports were made at the 
morning business session. William O. 
Heath, senior vice president, Harris 
Trust & Savings Bank, reported on Leg- 
islation, and Robert C. Hansen, assistant 
vice president, American National Bank 
& Trust Co., Chicago, on costs. J. Frank 
Daly reviewed the history of Bank Fidu- 
ciary Funds in other states, the steps 
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taken by the committee in Illinois, and 
stated that it was estimated 40 banks 
would participate with initial investment 
of two million dollars. The cooperative 
work of the committee with other I.B.A. 
committees and counsel furnished by 
major Chicago banks, points to a sched- 
ule of finalized drafts in 1962 to permit 
enactment at the 1963 legislature. 

Mr. Hansen presented a chart put into 
use at American National Bank & Trust 
Co., Chicago, for the benefit of both 
trust officers and customers. It contained 
the standard fees for various sizes of 
trusts, and notations to the effect that 
unusual requests for additional reports 
or investment reviews, or purchases and 
sales beyond the normal indicated in the 
chart for the size of the account, would 
involve additional charges. The chart 
contained also a list of the amount of 
additional charge per item. The Trust 
Department has completed a cost study 
and a cost system since this chart was 
issued, but Mr. Hansen presented it to 
illustrate the committee’s belief that the 
cost study and system “are not the only 
tools that will provide control of costs.” 
Officers at American National held the 
opinion that the customer could be given 
any service he desired so long as he 
understood the conditions for extra 
fees and was willing to pay on that 
standard schedule. 

On the morning of the Conference 
there was a breakfast meeting for alumni 
of the IBA Trust Development School, 
the ABA National School, and all mem- 
bers of the IBA Trust Division. 


A AA 


Louisiana Trust Activities 
Reported 


Trust business in Louisiana banks is 
at an all time high, according to F. C. 
Doyle, outgoing chairman of the Trust 
Committee, L.B.A. Reporting to the as- 
sociation’s annual meeting last month, 
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Mr. Doyle, who is senior vice president 
of National Bank of Commerce in Ney 
Orleans, reviewed the year’s activities 
which included successful sponsorship 
of amendments to the common trust 
fund statute (see T&E, Oct. *60, p. 960), 
and a meeting on March 18 attended 
by trustmen from 16 banks who heard 
Professor Leonard Oppenheim of Ty. 
lane Law School discussed proposed re. 
visions of the Trust Estates Act. Mr. 
Doyle also mentioned the favorable re. 
action shown by the Law School Deans 
at Louisiana State, Loyola, and Tulane 
who were guests of the Trust Committee 
at the Mid-Continent Trust Conference 
in Chicago last November. 

Named new chairman of the Commit. 
tee is C. A. Broussard, vice president 
and trust officer of Guaranty Bank & 
Trust Co., Alexandria. 


AAA 
Rosen to Head MDRT 


Lester A. Rosen, CLU, agent of Union 
Central Life in Memphis, has been nom- 
inated for Chairman of the 1962 Million 
Dollar Round Table. Now Vice Chair. 
man, he will suc- 
ceed James B. Ir- 
vine, Jr., CLU, 
general agent of 
National Life of 
Vermont at Chat- 
tanooga, who will 
continue to serve 
on the Executive 

Committee after 
the new administration takes over on 
November 1. 





LESTER A. ROSEN 


Mr. Rosen entered the life insurance 
business in 1933 following graduation 
from the Wharton School of Finance 
and Commerce of the University of 
Pennsylvania. A past President of the 
Memphis CLU Chapter, the Memphis 
Life Underwriters Association and the 
Tennessee State Association of Life Un- 
derwriters, he has qualified for the 
Round Table for 16 years. 


Newly added to the Executive Com- 
mittee, and in the normal progression 
slated for Chairman three years hence, 
is Iram H. Brewster, associate manager 
of Phoenix Mutual Life at Pittsburgh. 

Daniel H. Coakley, New York Life 
agent in Boston, has been nominated 
for Vice-Chairman. Alfred J. Lewallen, 
CLU, general agent of Mutual Benefit 
Life at Miami, is up for reelection to 
the Executive Committee. The election 
will take place during the annual meet- 
ing of the Round Table, June 25-29, at 
the Americana Hotel, Bal Harbor, Fla. 
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you can employ a staff of experts to survey your 
bond portfolio . . . without adding to your payroll 


Just call upon the Continental, and let our Bond relation to your bank’s balance sheet and your par- 

Department make a survey of your portfolio. Ours ticular banking situation. We will offer helpful 

is one of the biggest bond departments in the nation. advice in setting up an investment policy, and sug- 

And one of the most experienced. gest ways of implementing this policy in light of 
Upon receipt of the necessary information, our current and expected market conditions. 

analysts will review your investment account in Phone us at STate 2-9000, Chicago. 


CONTINENTAL xitroxa. BANK 


AND TRUST COMPANY OF CHICAGO 
Member F. D. 1. C. Lock Box H, Chicago 90, Illinois 


May 1961 
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NEW ESTATE TAX CONVENTION 


R. A. KNIGHTON 


Chief Accountant, The Canada Trust Company, London, Ontario 


HEN THE CANADA ESTATE TAX 
Act* was introduced and made 
applicable to the estates of all individ- 
uals dying on or after January 1, 1959, 
it appeared that the necessity for an 
estate tax or succession duty Conven- 
tion between Canada and any other 
country had been largely removed. The 
Estate Tax Act made provision for an 
allowance for taxes or duties paid to 
other taxing jurisdictions whether or 
not such other jurisdictions made a 
similar allowance. The estates of non- 
residents of Canada became subject to 
a flat 15% tax on Canadian assets. 
While at a first glance the provisions 
of the new Act appeared adequate, since 
its introduction executors and admini- 
strators have experienced the unusual 
situation in which estate taxes on a Ca- 
nadian estate were being paid to the 
United States of America even though 
the estate was not subject to tax in 
Canada. This odd set of circumstances 
which applies only to smaller estates was 
created because the United States taxa- 
tion authorities ruled that the provisions 
of the Canada Succession Duty — 
United States Estate Tax Convention 
(which is still in force for the estates 
of persons dying prior to January 1, 
1959) could not apply for the Canada 
Estate Tax Act. The effect of this ruling 
is shown in the following example. 
Assume that a Canadian resident died 
prior to January 1, 1959, leaving an 
estate of $50,000 which passed out- 
right to his wife. Among the assets of 
this estate are assets valued at $20,000 
which are situated in the United States 
(this would be an unusual situation but 
it will illustrate the point involved). The 
beneficiary of the estate was not sub- 
ject to Canadian succession duties nor 
was United States estate tax payable be- 
cause under the Convention an allow- 
ance of $24,000 would have been made 
which is in excess of the value of the 
United States assets. However, if the 
same individual had died on or after 
January 1, 1959, the estate would not 
be subject to Canadian estate tax but 
would be subject to taxes of $1,380 pay- 
able to the United States. Since no Ca- 
nadian taxes were payable, no offset for 


*See Knighton, “‘Canada’s Estate Tax Act,” T&E, 
May ’58, p. 404, and Nov. 758, p. 1018. 
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non-Canadian taxes can be made. If the 
estate had a value of $150,000 with $20,- 
000 in United States assets, $1,380 
would be paid to the United States but 
an allowance of the same amount would 
be made against Canadian estate tax so 
that total taxes are not increased even 
though the assets are taxed by two juris- 
dictions. 


New Convention 


On February 17th, 1961, it was an- 
nounced that a new Convention had been 
concluded between the United States 
and Canada and when instruments of 
ratification are exchanged between the 
two countries, the Convention will be 
retroactive to January 1, 1959. Tax 
levied by the United States in the in- 
tervening period will be adjusted and 
refunds, where necessary, will be made 
without interest. 


This new Convention contains a num- 
ber of interesting features but surpris- 
ingly does little to alleviate the situation 
which has been outlined previously. 
Taxes are to be levied on the estates of 
non-residents who die owning assets in 
the taxing jurisdiction only if the value 
of the assets is in excess of $15,000. If 
the value of such assets is in excess of 
$15,000, the entire amount becomes sub- 
ject to tax on the following bases: 


1. In Canada a flat rate of 15% 
will apply but the tax levied must not 
reduce the value of the assets being 
taxed by Canada below $15,000; 

2. In the United States a gradua- 
ted scale of taxes will apply on the 
amount in excess of a basic exemp- 
tion of $2,000 but the tax levied must 
not reduce the assets being taxed be- 
low $15,000. 


For example the estate of a United 
States decedent with Canadian assets 
valued at $15,500 would have the en- 
tire amount subject to 15% tax. How- 
ever, although this amounts to $2,325, 
the tax is limited to $500. If the Cana- 
dian assets had a value of $20,000, the 
Canadian tax would be $3,000, the full 
15%. The United States taxation author- 
ities would make an allowance against 
taxes payable to the United States of 
the lesser of the Canadian tax paid or 
the United States tax applicable to the 
Canadian assets. 





Notable Omission 
and Features 


Although the tax legislators have cre. 
ated a basic exemption for the purposes 
of the Convention, they seem to have 
overlooked entirely the fact that the 
basic exemptions of the taxing statutes 
of both countries are similar to a point 
and if incorporated in the Convention 
would eliminate the chance of having 
an estate taxed by the other country 
while not being subject to tax in the 
country of domicile. The basic exemp. 
tion of $15,000 could remain but Article 
IV of the Convention could be re-word. 
ed so that tax would be eliminated if 
the imposition of such tax would reduce 
the estate below the basic exemption ap. 
plicable in the country of domicile. In 
other words, the United States would 
not levy tax on the United States assets 
of a Canadian estate left by an individ. 
ual survived by his wife below the 
$60,000 exemption to which such an es. 
tate would be entitled. The same would 
apply to the Canadian tax levied on the 
Canadian assets of a United States dece. 
dent. 


Two other features of the new Con- 
vention are worthy of mention. Both 
countries have agreed to make an allow- 
ance for taxes paid to the other country 
up to the amount of tax levied on the 
same assets by the country of prime 
taxation before giving effect to succes. 
sion duties paid to Canadian provinces 
or taxes paid to states of the United 
States of America. This provision has 
the indirect effect of making allowances 
for such succession duties and inher: 
tance taxes. Previously in Canada (i.e. 
under the Succession Duty Act) such 
allowances were determined on the net 
duty payable to Canada rather than 
the gross duty. 

Another feature of the new Conven- 
tion gives full recognition to charitable 
bequests made in both countries, pr0- 
vided the non-resident charitable organ- 
ization could qualify as such in the tax 
ing jurisdiction. Although this has been 
a long standing practice in the United 
States, it is quite new to Canada. 

It is also observed that a note of 
finality has been introduced since Art: 
cle I of the Convention states it is t 
apply to the present taxing statutes of 
both countries and any similar taxes 
imposed in the future. This, presumably, 
removes the necessity of ever again hav- 
ing to draft an estate tax or succession 
duty Convention. Very interesting. 


A AA 
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CANADIAN ECONOMY RESUMES UPTREND 


Larger Capital Needs Forecast 


JAMES A. McCULLOUGH 


Chief Economist, Scudder, Stevens & Clark, New York 


n 1960 TRANS-CANADA PIPE LINES 
chia an extension from _ its 
main line at Winnipeg to Emerson, 
Manitoba for the export of natural gas 
to the U. S. middle-western market, 
using 30-inch diameter pipe procured 
from Britain under earlier arrange- 
ments. 

This installation may mark the end — 
or at least the beginning of the end — 
of foreign procurement on a large scale 
of wide diameter pipe for Canada. Ca- 
nadian pipeline construction in the fu- 
ture will draw heavily on new facilities 
in Ontario and Alberta and natural gas 
exported to the United States will flow 
through Canadian-made wide diameter 
pipe on the Canadian leg of the journey. 

Important though the broader market 
for Canadian pipe may be of itself, 
there is implicit in this story a principle 
of much greater meaning to investors. 
As Canada’s population grows, its re- 
sources are developed, its technology ex- 
pands and capital becomes available, 
new and more complex products are be- 
ing developed for the country’s expand- 
ing economy. 

Yet there are those who say that ex- 
pansion of the Canadian economy has 
lost its impetus. They say that Canada’s 
accelerated expansion in the decade fol- 
lowing World War II was a brief inter- 
lude in a more sluggish long-term pace, 
an opinion not shared by the author. 


Canadian Growth in the 1950’s 


A quick look at the forces which stim- 
ulated the expansion of the 1950’s may 
provide some clues for judging whether 
the future is somber, bright, or just 
mediocre. 

In the decade following the oil dis- 
coveries at Leduc (1947) Canadian 
Gross National Product, in price-ad- 
justed terms, grew at the average annual 
tate of 4.4% as against 3.8% for the 
United States. This was the period of 
the great development of newer Cana- 
dian resources, such as uranium, oil 
and natural gas, and the continuing de- 
velopment of newsprint, other forest 
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products, nickel and her traditional raw 
materials generally. 

Underlying this rapid growth were 
some critical demographic and _ eco- 
nomic forces. In the decade under con- 
sideration, population grew at an aver- 
age annual rate of 2.8%, compared with 
1.7% in the United States. New tech- 
niques were introduced by Canadian 
industry. Capital demands to finance 
this expansion were enormous and had 
to be drawn from foreign areas of capi- 
tal surplus. 

By the mid-1950’s, public and private 
capital expenditures in Canada exceeded 
27% of the Gross National Product. 
Other countries have, at times, reached 
or exceeded this high rate of economic 
investment. Some say it has been ac- 
complished in the Soviet Union but 
more reliable evidence is available in 
the Free World. When the Norwegian 
fleet was in the process of rebuilding 
after World War II, the investment 
ratio was close to one-third of Norway’s 
Gross National Product. The Norwegian 
case illustrates that an investment rate 
above the 27% attained in Canada is 
likely to result only from a very spe- 
cial and temporary set of circumstances. 

It is difficult, if not impossible, for a 
free society to achieve such a high rate 
of economic investment on its own. Even 
the communist countries — with re- 
sources directed into capital equipment 
and with scant consideration for con- 
sumers — would have trouble with it 
and, needless to say, Norway imported 
capital heavily in rebuilding her merch- 
ant marine. In the late 1950’s foreigners 
provided about one-third of Canada’s 
capital needs, if we include reinvested 
earnings of foreign subsidiaries and 
branches in Canada as well as new capi- 
tal flow into the country. 

Then occurred an abrupt deceleration 
of growth. Between 1957 and the esti- 
mates for 1961, the Canadian GNP, on 
a price-adjusted basis, has grown at an 
annual rate of only 2.3% or about the 
same as in the U. S. 

What happened? Attempts at answer- 


ing this question range from assertions 
that Canadian labor has priced itself 
out of the market and that industry does 
not invest heavily enough in research 
and development to the claim that for- 
eign subsidiaries are not allowed to 
operate in the best interest of Canada. 

Searching analysis, however, would in- 
dicate that there are much more obvi- 
ous and persuasive reasons to explain 
this deceleration. A country of less than 
20 million people cannot complete a 
Seaway, a Kitimat, a transcontinental 
pipeline and a score of other large pro- 
jects within a space of one year without 
some problem of readjustment. The Sea- 
way was completed in early 1959, the 
major expenditures at Kitimat were 
completed somewhat earlier, and com- 
pletion of the Trans-Canada pipeline 
from Alberta to Montreal came in Octo- 
ber, 1958. In 1957-58, pipeline expendi- 
tures (together with related investments) 
reached a peak annual rate of about 
$250 million, or somewhat more. Trans- 
Canada Pipe Lines Limited alone spent 
considerably more than $100 million in 
each year. In 1959 pipeline expenditures 
came as close to zero as they have been 
in recent years. There is no common un- 
derlying economic explanation for the 
abrupt ending of these projects. The 
Seaway had been under consideration 
and debate for decades, and it was sheer 
political accident that it happened to be 
completed just at that time. 

Another explanation is that by 1958 
the world supply situation for many of 
Canada’s major products had eased sub- 
stantially. The oversupply in oil requires 
no comment; non-ferrous metals were 
ample; iron ore deposits were opened 
up in many parts of the world. Even 
with the aid of hindsight, however, it 
is difficult to fault the Canadian enter- 
prise system for the high rate of invest- 
ment in some of these commodities. It 
is popular today to carp about the ura- 
nium investment or about the predica- 
ment of an Elliot Lake. But those who 
wish to indulge in Monday morning 
quarterbacking should take time out for 








a comparative study of the economy 
today and at the time of the Leduc dis- 
covery, when the Prairie Provinces were 
essentially agrarian wheat economies. 
Today they are diversified into oil, nat- 
ural gas, chemicals and other expand- 
ing industries. 


Future Economic 


Growth 


Granting the greatly improved prod- 
uct-mix, many people insist that world- 
wide oversupply of Canada’s raw mate- 
rials will persist. American concern 
with shortages in basic raw materials, 
as outlined in the Paley Commission Re- 
port of a decade ago, does not ring clear 
today. Underdeveloped areas, so the 
doubts run, are expanding their capacity 
to produce raw materials traditional to 
Canada. 

None of these arguments should be 
brushed off summarily. But here are 
three good reasons for believing that 
Canada will continue to 
world markets: 


fare well in 


1. Even if most raw materials should 
remain in easy supply throughout the 
world, the natural advantages of Cana- 
dian supplies should sustain Canada’s 
competitive position. 


In this connection we shall not dwell 


on such obvious areas of strength as 
the nickel of Ontario and Manitoba, 
the newsprint of Quebec, the timber of 
British Columbia or the old, but spec- 
tacularly efficient, aluminum plant at 
Arvida. Because of proximity to the 
U. S. market, the value of exported nat- 
ural gas will someday exceed the peak 
annual rate of uranium exports. 


In the more controversial area of oil. 
Canadian geography is such that a 
major part of its market should be in 
the U. S. middle and far west. Produc- 
tion in Alberta cannot easily be brought 
to the populous centers of Quebec. A 
new pipeline to Montreal might have to 
be developed at considerable cost to 
effect near self-sufficiency in oil. 


Against this background, the Canadian 
government has recently announced a 
target of oil production of 800,000 bar- 
rels per day by 1963. Production has 
just moved above 600,000 barrels per 
day and is not likely to reach 800,000 
barrels in the absence of the Montreal 
pipeline or unless exports of Canadian 
petroleum to the United States should 
be increased. Such exports now come 
into the United States outside the quota 
system. 

Without attempting to prejudge the 
direction which the market for oil will 
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take, it is clear that Canada has within 
its power the possibility of increasing 
production substantially in coming 
years. Whether the target of 800,000 
barrels per day can be reached by 1963 
is debatable, but there can be little doubt 
that the level will rise persistently from 
the present 600,000 barrels per day, 
Bear in mind that Canada did not pro- 
duce oil in any significant amount fif- 
teen years ago. 


2. The easy supply of most of the 
world’s raw materials is not likely t 
remain chronic. 


World population has risen to about 
3 billion and if demographic forces ap. 
parent today should persist until the 
year 2000 A.D., it would increase an. 
other 3 billion. The dire forebodings of 
Malthus have been confounded too of. 
ten by the ingenuity of man. The human 
race will not let itself starve to death 
unless we really go at each other with 
modern weapons but, at something con- 
siderably short of starvation, demand 
for Canadian foodstuffs would be more 
vigorous than today. As population ex- 
pands, growing demand for food should 
come closer to supply levels. 


The situation in wheat underscores 
this point. Until recently, a solution to 
the world’s wheat surplus appeared in- 
possible, but now it is merely difficult. 
For reasons obscure in communist news 
sources, the Eurasion steppe-plain belt 
has run into difficulties. Canada has 
announced a series of large grain con- 
tracts with China, Russia and Czecho- 
slovakia for 1961 and later years. 


Canada’s forest products and minerals 
will intermittently feel the same kind 
of population impacts. Installation of 
papermaking machinery in mature and 
underdeveloped areas has not curtailed 
the demand for Canadian pulp. Canadian 
pulp quality is among the highest in the 
world and is needed to raise the quality 
of inferior pulp. When papermaking 
machines are installed in foreign coun- 
tries, the people simply use more papel. 


3. In the politico-military background 
of today, the production of raw mate: 
rials in many areas competitive with 


Canade is vulnerable to stoppages 9! 
indeterminate duration. 


We do not know exactly what is hap- 
pening to the nickel produced by Nicaro 
in Cuba. Some of it is probably moving 
behind the iron curtain as a_ nickel 
oxide. The new Freeport plant at Mos 
Bay, Cuba is not even in operation. 
Political developments in Cuba _ have 
doubtless had something to do with the 
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50% acvance in the price of Interna- 
tional \ckel’s common stock. 

What would happen to the non-fer- 
rous metal industries of Canada in the 
event oi further political deterioration 
in Afria? More dramatically, what 
would |:appen to copper in Northern 
Rhodesia and Katanga if transportation 





STATES 


lines were snapped? Study the three 
thread-like lines through Benguela on 
the Atlai:tic, Beira and Lourenco Mar- 
ques on the Indian Ocean, and out the 
Congo at Matadi. There is no point in 
closing one’s eyes to the vulnerability of 
these supply areas. Certainly the lesson 
of recent political upsets will not be lost 


on United States and European _pur- 


chasers of Canadian raw materials. 

Whether these arguments in favor of 
expanding Canadian markets or the 
more pessimistic approach will prove 
nearer the mark is a matter of individ- 
ual judgment. We happen to believe in 
the more optimistic case and think that 
current trade statistics support this view. 
Canadian domestic exports reached an 
all-time high of $5.3 billion last year 
and will almost certainly be appreciably 
above that mark in 1961. Merchandise 
exports this year are likely to exceed 
the value of merchandise imports for 
the first time since 1952. Although 
Canada’s exports to the United States 
will barely exceed (if at all) 50% of 
total exports this year, sales of Canadian 
goods to the Commonwealth, Japan, and 
the Common Market area will continue 
to move ahead briskly. 

A glance at the elements of strength 
inthe brisk export trend will underscore 
the areas of current strength. Wheat will 
be up more than $100 million, primarily 
because of sales to the communist world. 
Aircraft will be up another $100 million. 
Non-ferrous metals exports may be up 
almost $100 million, and natural gas 
exports will at least be starting towards 
an increase of almost $100 million to be 
attained in the following year. Because 
of the burgeoning demand for news- 
print, pulp and paper products through- 
out the Commonwealth and underde- 
veloped areas, these traditionally Cana- 
dian items will be strong. The prospec- 
tive decline in exports of uranium, iron 
and steel will be easily absorbed. 

Reflecting the strength in world de- 
mand for Canadian goods, the GNP is 
moving to a new record level estimated 
at $37.5 billion for the full year. Hous- 
ing starts have bounded ahead from the 
depressed level of the second quarter of 
1960. Partly because of a sluggish level 
of prospective expenditures by manufac- 
luring enterprises, the official projec- 
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tion of public and private capital out- 
lays for 1960, released in early March, 
was disappointing. (Most responses from 
manufacturing enterprises were returned 
last December. If conducted today it 
would undoubtedly show a more vigor- 
ous trend.) We therefore find it difficult 
to become disturbed about Canada’s 
long-term economic future, or its near- 
term future, for that matter. 

This is not to say that Canada will 
not have problems this year and in the 
years immediately ahead. It must find a 
way of adjusting its economy to dis- 
criminatory practices in the Common 
Market and other areas and must also 
continue to seek solutions to its serious 
competitive problems in secondary man- 
ufacturing. The evidence is. in the main, 
reassuring, however. 


Canadian Common 


Stocks 


Against this background, let us ex- 
amine what values Canadian common 
stocks offer investors today. (1) In re- 
cent years they have suffered a measur- 
able loss of popularity in the world se- 
curity markets. (2) They are now priced 
attractively in relation to comparable 
stocks in foreign countries. (3) Cana- 
dian stocks are likely to experience im- 


provement in investor preference at 
home and abroad. 

To begin with the first point, the ex- 
planation runs deep in worldwide invest- 
or psychology. The investor is inclined 
to look ruefully at some of the exagge- 
rated projections popular in the mid- 
1950’s and has found what he thinks 
are greener pastures in Japan and the 
Common Market area. Canadian invest- 
ors themselves have sought to expand 
their equity commitments outside Can- 
ada. While we do not yet have Canada’s 
international accounts for the first quar- 
ter of 1961, it is clear that the trend 
of international investor popularity in 
recent years against Canadian stocks 
has not yet been reversed. 

In the first three months of 1961, the 
market value of the ten Canadian 
mutual funds owned by non-residents 
increased from $329 million to $358 
million, but only because of the advance 
in stock prices. Net redemptions by 
stockholders of these funds have con- 
tinued, although the Canadian funds 
owned by Canadians have recently met 


with favorable interest. Another evi- 


dence of the trend of sentiment is the 
apparent tendency of some non-resident- 
owned funds to reduce Canadian invest- 
ments in their portfolios. 
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"You pat my back, etc.” 


For the more cynical minded, that’s the 
only reason why a particular banker does 
business with a particular broker. The 
broker makes a deposit. The banker re- 
ciprocates with orders to buy or sell 
stocks and bonds. 


Sounds simple, doesn’t it? 
Maybe even too simple. 


We happen to believe that there are 
lots of other ways a broker can benefit 
a banker, lots of other things that in the 
long run might prove to be at least as 
valuable as deposits alone. 


For example, here at Merrill Lynch 
we've geared ourselves to provide— 


Current quotes, specific security 
prices for most any date in the past, 
or complete portfolio evaluations 
for estate purposes ... 


Fast and efficient execution of all 
legal transfers... 


A wealth of printed reports on busi- 
ness in general—on individual in- 
dustries and companies—on stocks, 
bonds, and commodities. Two mil- 
lion dollars worth of research in- 
formation a year, in fact, for the 
benefit of your key executives and 
important customers... 


Last minute facts for your repre- 
sentatives on local business develop- 
ments in thousands of communities 
through our 130 offices from coast- 
to-coast... 


These are some of the services that 
thousands of banks from coast-to-coast 
currently use to advantage. 


If you’re not using these services 
already, if you have what you feel are 
rather unusual brokerage requirements, 
perhaps we can help. 


There’s no service charge. Never an 
obligation, either. Simply address— 


ALLAN D. GULLIVER, Vice President 
Bank Relations Department 


Merrill Lynch, 


Pierce, Fenner & Smith 


INCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchanges 
70 PINE STREET, NEW YORK 5,N. Y. 


142 offices in U.S., Canada and abroad 


Total assets in excess of $600,000,000 
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We would like to report that official 
policy has been directed towards en- 
hancing the appeal of Canadian equities 
to foreigners but such an assertion 
would be open to debate. No outsider 
can question Canada’s right to regulate 
and tax foreign investment, and so long 
as these measures conform to acceptable 
international standards they will not 
discourage foreign investment. Attitudes 
and methods are important and some- 
times it is difficult to understand why 
official policy has not been more posi- 
tive in encouraging the foreign portfolio 
investor in common stocks. This type of 
investment does not carry the alleged 
disadvantages of direet foreign invest- 
ment or of investment in provincial and 
municipal securities. 

On the second point, Canadian stocks 
suffered a reversal of price trends rela- 
tive to world markets in the 50s. In the 
middle of 1954, when international in- 
terest in Canadian shares was near its 
peak, the Toronto Stock Exchange aver- 
age was some twenty points above the 
Dow-Jones_ industrial average. After 
that, the Toronto average suffered a 
continuing relative decline and, in re- 
cent years, has tended to be more than 
one hundred points below the D-J aver- 
age. Decline in Canadian prices relative 
to the vigorous trend of Japanese and 
European share prices was even more 
pronounced. 

With no great change in Canada’s 
relative economic fortunes in 1960, the 
price of Canadian shares has reversed 
the previous trend over the past year 
by moving ahead about as well as (or 
even better than) stocks in major world 


markets, with important exception of 
the booming markets in Tokyo and 
Zurich. 

There seems no easy explanation why 
Canadian stocks have recently shown 
a comparatively better trend, aside from 
the obvious fact that loss of investor 
favor in the late 1950’s had obviously 
gone too far. Even after recovery, they 
still sell at a relatively attractive price 
in relation to immediately prospective 
earning power. The Toronto Stock Ex. 
change average now sells at 16 times 
estimated 1961 earnings, whereas the 
Dow-Jones industrials are at almost 20 
times estimated 1961 earnings. 

The third point, that Canadian com. 
mon stocks will beceme more popular 
throughout the world, rests partly on 
the assumption that in the not too dis. 
tant future Canada will regain some of 
the allure it held for the international 
investor in the mid-1950’s. At least, this 
is likely if Canadians do not discourage 
the foreign investor in their common 
stocks. 


Prophet Without Honor 


As important as the improved attitude 
of foreigners towards Canadian stocks is 
likely to be, these shares should become 
more popular with Canadians them. 
selves. A small part of this conclusion 
rests on the likelihood that Canadian 
institutions will be encouraged by tax 
law to invest in Canadian as opposed to 
foreign shares. But more important yet 
is the probability that common stocks 
will gain favor with Canadian investors 
vis-a-vis other investment media. Com- 
mon stocks are still looked upon with 





* Typifying one of Canada’s great raw materials and industries 





: Aluminum Company of 


Canada, Ltd.’s Kitimat smelter. 
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more suspicion in Canada, particularly 
by institutional investors, than in the 
United States. This diffidence towards 
common stocks will surely abate in due 
course. 

This last point is critical. In the 
United States we have seen the develop- 
ment of structural abnormalities in de- 
mand and supply for common stocks 
which have led to great pressures for 
higher price-earnings ratios and lower 
yields. New common stock issues for 
cash by U. S. corporations have held 
to a low level in the face of steadily 
rising institutional demand for common 
stocks. In 1950, for example, net pur- 
chases of common stocks in this country 
by corporate pension funds were only a 
small fraction of the new issues of com- 
mon stocks for cash. In 1960 net pur- 
chases of common stocks by the corpo- 
rate pension funds in this country were 
actually greater than all new issues. 


There has been no counterpart to 
these trends in the Canadian stock mar- 
ket. Until 1960, when for special reasons 
there was a sharp drop in new issues, 
these had tended to average out at about 
one-fifth the volume brought out in the 
United States. Comparatively speaking, 
therefore, Canadian corporations had to 
go to market much more often with 
stocks than their U. S. counterparts. On 
the institutional demand side, however, 
the contrast is the more vivid. 


Canada has not kept pace with the 
great expansion of mutual funds in this 
country. The National Association of 
Investment Companies reports assets of 
U.S. open end funds above $19 billion, 
of which something more than 80% is 
invested in common stocks. No compar- 
able association reports for Canada but 
it is estimated that assets of Canadian 
funds at market value approximate 
$1 billion. Moreover, as already in- 
dicated, the ten Canadian funds owned 
by non-residents account for $358 mil- 
lion of these assets. 


Trusteed pension funds in Canada, 
after a slower start, are now showing 
about the same average annual asset in- 
crease as in the United States, but are 
only about 10% invested in common 
stocks as opposed to around 44% here. 
It is apparent that Canadian funds will 
soon be purchasing common stocks at 
an annual rate of about $100 million as 
compared with the U. S. annual rate of 
approximately $2 billion. Canadian in- 
surance companies are less subject to 
legal restraint on the proportion of com- 
mon stock holdings than are their U. S. 
counterparts, but they do not today in- 
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vest importantly in common stocks any- 
way. Provincial and municipal retire- 
ment plans are not interested in equities, 
whereas their U. S. counterparts have 
been moving, almost imperceptibly at 
first but on an accelerated basis recent- 
ly, towards common stock investment. 

We believe that Canadian institutions 
will not continue indefinitely this aloof 
attitude towards common stocks. The 
pension funds have recently crossed the 
10% barrier, and their stock portfolios 
in future should grow at a rate at least 
as rapid as in the United States. Insur- 
ance companies will likewise build up 
their common stock portfolios in the di- 
rection of the 15% legal ceiling. More- 
over, individuals in Canada will be- 
come more aggressive in seeking out 
institutions which invest in common 
stocks. Under Canadian law, individuals 
may make limited use of their pretax 
earnings in setting up their own retire- 
ment plans. Evidence does not show that 
individuals have, to date, avidly sought 
to place these pretax earnings in com- 
mon stocks, but that development is 
surely not too far away. 


Summary 


In our eyes, Canada has already 
turned the corner and its economy is 


again moving forward. For political, 
economic and demographic reasons the 
world must rely increasingly on Cana- 
dian resources and Canadians them- 
solves will, as in the 1950's, find the 
most effective means to exploit these re- 
sources, In another fourteen years we 
may look back on the 1961 Canadian 
economy as we now do on the pre-Leduc 
economy. In real terms the Canadian 
GNP may almost double from the esti- 
mated 1961 figure of $37.5 billion to 
about $70.0 billion by 1975. 

The country’s appetite for capital will 
continue voracious. While a growing 
proportion of this capital will be in- 
digenously generated, an appreciable 
share will be imported. Any official 
policy stifling this capital flow would 
ultimately prove as unpopular as the 
consequent underemployment of man- 
power and national resources. 

As internal generation of capital ac- 
celerates, Canadian institutions and in- 
dividuals will show greater interest in 
common stock purchases. To those who 
say that Canadians should exercise 
greater control of their own corpora- 
tions, a quickened pace of institutional 
and individual purchase of common 
stocks is an important first step. It may 
be a slow way but it is a sure way. 
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CURRENT CANADIAN TAX QUESTIONS 


Charitable Deduction -— Real Estate Lien — Reassessment 


W. 1. LINTON 


Administrator of Estate Tax and Succession Duties, Department of National Revenue 


HAVE BEEN ASKED TO COVER THREE 
feces in particular: the charitable 
deduction in Section 7(1)(d) of the 
Estate Tax Act: the lien on real estate 
in Section 43 of the Estate Tax Act; and 
reassessment and/or refund under Sec- 
tion 36 of the Dominion Succession 
Duty Act after a discharge on Form SD9 
has been issued. 


The Charitable Deduction 


The charitable deduction has proven 
rather more difficult of application than 
was foreseen at the time the Estate Tax 
Act was drafted. The meaning to be 
given the word “absolute” has been dis- 
puted. The Department’s position was 
and is that an absolute interest is one 
where there is certainty of full benefit 
either immediate or eventual. Thus if 
property is left to a charitable organ- 
ization which qualifies under the Sec- 
tion but is subject to a life interest to a 
widow, the capital must eventually go to 
the charity and the present value of it, 
discounted for the widow’s life, is de- 
ductible. On the other hand if the life 
tenant, or the trustee on her behalf, had 
any right to encroach on the capital in 
any circumstances whatever, the deduc- 
tion would be reduced to the amount, if 
any, that the charity would get if the 
maximum encroachment on_ capital 
should take place. It was with the idea 
of clarifying this interpretation that the 
words “and indefeasible” were added to 
the word “absolute” in the 1960 amend- 
ments. Our interpretation, I might say, 
is not going unchallenged. There are 
presently several appeals against it in 
process and one involving considerable 
tax seems likely to be litigated. 

Some questions have also arisen about 
the qualifications necessary to establish 
a charitable organization as acceptable 
for deduction under the relevant Section 
— 7(1) (d). The wording was altered in 
the last amendments and one of the ob- 
jects of the amendment was the removal 








From address to Trust Forum at annual meeting 


of the Trust Companies Association of Canada on 
April 27, 1961. 
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of doubt about the status of organiza- 
tions such as most foundations which do 
their charity, so to speak, at second 
hand by giving money to other chari- 
table organizations. Another change 
made was the requirement that the tests 
for qualification of an organization must 
be applied both at date of death and 
date of gift if those are different dates. 
Under the law as it now stands the 
charitable deduction depends upon the 
following qualifications being met both 
at the date of death and date of gift: 


1. The recipient must be an or- 
ganization 

2. It must be in Canada 

3. It must be constituted for char- 
itabie purposes and nothing else 

4. It must have devoted its re- 
sources to charitable purposes or to 
gifts to other charitable organizations 
in Canada, if it had any resources, 
and it must be going to devote all its 
resources in future to such purposes 
or gifts 

5. It must not be able to pay or 
distribute any of its resources to any 
member, proprietor or shareholder 


These points each raise questions of 
interpretation. 

An organization does not include a 
trust but it does not imply incorporation 
either. Some unincorporated societies 
and associations which have a reason- 
ably independent existence would qual- 
ify. 

The organization must be in Canada: 
that is, it must have an existence in 
Canada and in the case of organizations 
giving to other organizations, the receiv- 
ing organization must be in Canada. The 
place of use of the money, the geograph- 
ical area of the charitable operation, is 
not relevant. For example the Board of 
Missions of the United Church of Can- 
ada would qualify although much of its 
money might be spent abroad. There 
are some bodies which operate in both 
Canada and other countries which are 
incorporated outside of Canada. As long 
as it is the foreign organization which 
is itself operating in Canada and not 
through a subsidiary it qualifies. 


Canada-U. S. Convention 


The Convention with the United 
States which was recently signed as the 
first treaty of the new American <Ad- 
ministration includes a provision where. 
by the geographical test is widened to 
include the United States. This means 
that after this Convention is ratified — 
and it will be retroactive to estates of 
all persons dying after 1958 — a chari- 
table organization will qualify for this 
deduction in a Canadian estate if it 
meets our other tests — not the United 
States tests — and is in the United 
States or Canada. There will be no ef. 
fect on our tax on foreign estates where 
no charitable deduction exists and no 
change in the United States’ assessments 
as their law has all along recognized 
foreign charities in this way. 

The purposes of the organization must 
be charitable only and may not include 
any that are merely benevolent or phil- 
anthropic. 

If the organization which is the lega- 
tee or donee had any resources they 
must have been used solely for chari- 
table purposes or gifts to other chari- 
table organizations and its resources in 
future must be similarly destined. If it 
had no assets at the relevant dates it can 
qualify if its future resources are bound 
to charitable purposes. However, an or- 
ganization not in existence at the date 
of death cannot qualify, not even when 
Section 7(la) is invoked to appoint a 
charity after death. 

Lastly, the organization’s resources 
cannot be payable or available to any 
member, shareholder or proprietor. At 
present we are interpreting this to con- 
sider modest salaries to officers of the 
organization whose work really earns 
them as not disqualifying the organiza- 
tion. However, the right in a charter to 
pay large or unlimited remuneration 
would be considered to disqualify the 
organization. 





Renunciation of Capital Rights 


Let us move on to the application of 
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Section *(la) in cases where a will has 
either ; ovided that a charity is to be 
chosen . y someone, usually a trustee, or 
has est’ olished a right to capital which 
the per.on having the right intends to 
renounce’ to remove the impediment to 
achari| s absolute interest. 


The « 2aritable organization must sig- 
nify to 2e Department its knowledge of 
the action taken. Lastly, the document 
embodying the action must be signed by 
all parities who have any part in the 
choosing of the charity or the right to 
appropriate or encroach on capital, it 
must be binding on all parties and it 
must be in proper legal form and with- 
in the legal powers of all the parties. 
There may be cases in which a trustee 
has a power to encroach on capital for 
the benefit of someone else. In such a 
case it would certainly be necessary for 
both the trustee and the possible bene- 
ficiary to be parties to the renunciation 
and even then there may be-some doubt 
of the right of a trustee to relinquish 
his trust in this way. If the beneficiary 
js not sui juris he certainly could not. 
There may be variations between vari- 
ous provinces’ laws on some of these 
points. 

We realize that before taking definite 
steps to implement Section 7(la) trus- 
tees and beneficiaries may want to be 
sure that the Department will concur in 
the efficacy of their action and the 
method followed. We do not feel that 
we can or should set down any general 
instructions about methods of taking 
advantage of this Section as much will 
depend on the nature of each case and 
the local laws. We are prepared, how- 
ever, in actual cases to consider pro- 
posed documents in advance of their 
completion and give our opinion of their 
adequacy. 


Lien on 
Real Estate 


I am asked whether, in the opinion 
of the Department, an effective lien on 
teal estate is created by Section 43. The 
answer is yes. This is not by any means 
an off-hand opinion but one which has 
been considered several times. 

We do not think that there is any bar 
to a lien on real estate for a Federal 
tax nor any need to have that lien 
registered. Its existence may be found 
somewhat cumbersome, especially to 
those used to the Torrens system of title 
registration, but without either the lien 
or the demanding by provincial regis- 
trars of our consent before transferring 
teal estate there is a danger of tax eva- 
sion too great to be accepted. 
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Re-assessments 


What is the Department’s attitude on 
re-assessments under the Dominion Suc- 
cession Duty Act after a discharge on 
Form SD9 has been issued? In the ab- 
sence of fraud or failure to disclose 
material facts we cannot re-assess. I 
suppose the phrase “failure to disclose 
material facts” is open to some interp- 
retation and is something far short of 
fraud. We would not think that “fail- 
ure” implies intention and we would 
think that property unknown to the 
person discharged at the time of filing 
and so not disclosed can be considered 
as falling within the exception and as- 


sessable even after a SD9 discharge has 
been issued. 


The right on the other hand, of an 
executor to seek a refund and a re- 
opening for this purpose depends upon 
other considerations unaffected by the 
issuance of a discharge. There is no 
right to have an assessment re-opened 
after three months from its issuance un- 
less an appeal has been filed, and the 
Minister has no right to make a refund 
more than a year from his receipt of 
an amount purporting to be in full 
payment of the duty. However, the Min- 
ister, except for increases where a dis- 
charge has been issued, can assess and 
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re-assess at any time. Furthermore it is 
considered that payment cannot be held 
to purport to be in full payment of tax 
until that tax has been determined. This 
in effect is taken to mean that the year 
for refund runs from the date of final 
payment or the date of final assessment 
whichever is later. 

The question of whether to re-assess 
downward and make a refund then be- 
comes a matter of policy if the appeal 
period has lapsed. Our general policy. 
open to occasional exceptions, is to do 
this in the following cases under the 
Succession Duty Act:— 

1. Where there has clearly been 
an error not open to opinion and no 
other matter of opinion is at issue, 
for example the finding of a legally 
exigible debt which is to be paid, the 
taking of a wrong quotation for a 
traded stock, or the inclusion of prop- 
erty later determined not to have 
belonged to the deceased and not tax- 
able on other grounds 

2. Upon remarriage when that 
event affects the payment of an an- 
nuity or similar interest whose value 
was calculated actuarially 


Different considerations of course are 


applicable to the Estate Tax assessments 
and refunds. 


Expediting Assessment 


As I visit our 29 offices I am struck 
by the fact that a good 95% of our re- 
turns in taxable or near-taxable estates 
are the subject of a letter of enquiry 
before any serious assessing can be 
done. In this field the complications are 
such that the amount of this will never 
be small, for a great deal of what we 
ask for cannot be readily foreseen by the 
person filing. Filings by trust companies 
tend to be among the best, which, with 
their experience, is only natural. 

However, with this percentage of en- 
quiry and the percentage of the coun- 
try’s taxable estates trust companies 
represent it is obvious that some of our 
enquiries arise in their estates. It has 
accordingly occurred to me that the 
trust companies might be in a position 
in some cases to shorten the period be- 
tween our receipt of a return and our 
issuance of an assessment notice. This 
is our problem, to a large degree, and 
we work at it constantly. However, we 
cannot make assessments without essen- 
tial information and the sooner we get 
that information the sooner we can as- 
sess. Therefore, may | suggest that the 
trust companies provide what their ofh- 
cers know we need ‘at the time of filing 
the return, where this is possible. 


The basic requirements are contained 


on the form and the filing guide ex- 
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plaining it. Generally trust people follow 
these requirements fairly well except for 
the completion of the claims for deduc- 
tions under Section 7 and the calculation 
of the tax. It is very much in the clients’ 
interests to complete these sections. The 
trust companies are in a much better 
position than we to know the relevant 
facts and make the claims. Where there 
is a charitable interest in a residue it 
is very difficult to calculate the tax and 
in such cases we do not expect it to be 
done by the person filing, but in other 
cases it is not difficult and it is expected. 
The calculation of the credits is not 
always difficult and when it is not we 
would like this done too. In some cases 
if it is not done, and especially if the 
existence of a claim is not indicated, 
we might not know that one was avail- 
able. Another thing required and often 
omitted is information about the situs 
of assets. Proper completion of the 
return not only expedites assessment but 
also reduces the possibility of a later 
corrective re-assessment. 

Beyond this full and proper comple- 
tion of the form, however, lies the main 
point I would like to make. There are 
many things our assessor will require in 
certain cases which people as experi- 
enced as trust company officers are can 
expect and anticipate. In the filing guide 
some of these requirements are outlined 
but a fair number of returns are filed 
by people inexperienced in this field and 
the guide cannot be too technical. Here, 
therefore, is an area in which the trust 
companies’ experience and expertise can 
assist us in doing a quicker job to the 
benefit of all concerned. 

The kind of things I mean are part- 
nership agreements; copies of wills or 
deeds when there is an interest in an- 
other estate or trust and a list of assets 
with a computation of the claimed in- 
terest of the deceased therein; explana- 
tion of claims for taxation of joint prop- 
erty at less than full value; explanation 
of value of obscure assets with any evi- 


‘dence there may be in support of the 


value claimed for them; copies of ex- 
pert valuations of real estate. furniture, 
objets d’art, and private companies or 
businesses where such valuations exist: 
explanations and computations of the 
deceased’s partial interest in property of 
any kind; details of claims for quick 
succession deductions with identification 
of the assets coming from the other es- 
tate; arguments for claims, for normal 
and reasonable gifts; medical evidence 
of infirmity and evidence of dependency 
of major children. There are also re- 
quirements of some district offices aris- 





ing out of local situations which are 
common to certain types of files in those 
areas and which the local offices of trust 
companies will know we will demand. 

In many of the trust company offices 
these needs are foreseen and supplied 
without asking but more could be done 
to the advantage of all without adding 
anything to the total workload or pre. 
judicing the estate’s position in any way. 

One last thing which might help us js 
to indicate when filing, presumably in 
an accompanying letter, which releases, 
if any, are desired before payment jis 
made. We try to co-operate in such re. 
quests consistent with securing the 
probable tax. Some District Offices have 
developed the practice, in the absence 
of requests, of sending out their choice 
of advance releases. Sometimes they 
guess wrongly and exchanges have to 
be made and sometimes this is not real- 
ized until the issued releases have been 
used. Confusion and trouble result in 
re-establishing the necessary security. 

But please do not ask for more than 
we can issue without endangering our 
security, which should be for about 
twice the estimated net tax. It is no 
help to ask as some people now do for 
all releases as soon as possible. If the 
practice I suggest is adopted, some re- 
leases will be received earlier than he- 
fore in districts in which a request or 
payment is always awaited. Of course 
all these considerations are irrelevant 
where our guarantee bond is filed as all 
releases are sent out at that time. 

Now that I have suggested some 
things the trust company might do, let 
me add that if they see anything we are 
doing that they think wrong or unde- 
sirable or unnecessary, I would always 
be glad to hear about it, whether it be a 
matter of general administration or 
something affecting a particular estate. 
With all our efforts it is surprising how 
advanced a stage some matters can 
reach before we discover some error 
made or untenable position taken. We 
want to be as quick as you would like 
us to be and as effective as the Crown 
wants us to be in processing our files 
and collecting our tax. 

A A A 

“America and Britain, who at present 
control the Western deterrent (to nu- 
clear attack) regard themselves as trus- 
tees for the free world. I think some- 
times we are a little smug about this. 
It is rather like the trustee of a private 
fortune, of whom the beneficiary once 
observed, ‘They may be my trustees, but 


I am not sure whether they trust me’.” 


Rt. Hon. Harold Macmillan, at centenary cele- 
bration of Massachusetts Institute of Technol- 
ogy, April, 1961. 
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PERSONAL SERVICE ELEMENTS 
un E stale iz lanning aad _Administration 


HYPOTHETICAL ESTATE SITUATION 
2... the subject of a Panel Discus- 
sion at the annual meeting of Ontario 
Section, The Trust-Companies Associa- 
tion of Canada on April 27, 1961. Mod- 
erated by H. A. Syer, manager, Estates 
and Trusts Dept., Waterloo Trust & Sav- 
ings Co. The case, the facts of which 
were distributed to the audience, was 
discussed from four points of view — 
planning, administration, investments, 
and accounting. 


Estate Planning 


The estate planning aspect was pre- 
sented by E. A. Puddy, supervisor of 
business development, Canada Trust Co. 
Stressing the importance of the human 
and personal relationship to the client, 
he advised that the first task of the es- 
tate planner was to determine the needs 
and desires of the client. “Let him talk,” 
he said, and with a few well chosen 
questions and suggestions he will arrive 
at fair and equitable objectives. 

It is important to learn about the 
family, but this can be done better after 
the estate planner has first gained the 
confidence of the testator, Mr. Puddy 
advised. He expressed a preference for 
having the wife named co-executor be- 
cause then she will be “on our side.” He 
further recommended use of a memoran- 
dum from the testator, outside of the 
will itself, which might be a guide for 
the executor and also for the benefit of 
the wife after the husband’s death. 

In the case under consideration, each 
of the three children were treated dif- 
ferently as to the timing of distribution 
of principal. The oldest son, in whom 
the father had great confidence, would 
get his share almost immediately after 
the father’s death. The daughter’s share 
was to remain in trust throughout her 
life. The younger son would get his 
share in portions at various ages. The 
wife was the income beneficiary with 
certain rights of encroachment on 
principal. 

The basic principle of the plan to be 
incorporated in the will, Mr. Puddy 
said, was flexibility. He suggested that 
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it was a mistake to try to save the last 
possible tax dollar, if doing so required 
a plan that would not be of real benefit 
to the heirs. In this case, the testator did 
not have confidence in his daughter or 
his younger son, and considered his 
wife’s chief aim in life was to find new 
ways to spend her husband’s income. 
This testator — or any other — may 
change his mind later, Mr. Puddy said, 
and the estate planner often may hope 
that he will, but he is bound to work 
along with him on the basis of the way 
his mind is set at the time. 


Estate Administration 


The administration of the hypothetical 
estate was discussed by G. G. Smith, 
trust officer, National Trust Co., taking 
up at the point where the administrator 
had before him the will and the estate 
planner’s file. The first visit to the wi- 
dow would probably be the day after 
the funeral, and at her home, and the 
administrator, who might be wondering 
what sort of reception he would get, 
could be comforted by the basic fact 
that “you have some information to 
obtain and information to impart.” 

Let the widow take her own time, Mr. 
Smith advised, but gradually get over 
to her the items you will need to have, 
perhaps leaving with her a written list 
of what you want so that she can send 
the things later. Take a copy of the will 
and explain its provisions. “Leave your 
card,” he said, for the widow may be 
quite upset and not able to remember 
names. Write to her immediately on 
getting back to the office. Confirm any 
appointments with her that may have 
been made. Make the letter definite, but 
still friendly and kindly. 

A copy of the estate inventory, when 
available, should be given to the widow 
and to any other co-executor, Mr. Smith 
stated, and the administrator should 
mention to her the estimated amount of 
taxes, the estimate of the amount she 
will ultimately reecive, and the approxi- 
mate time required for the various steps 
in the administration of the estate. If 
changes in the investment portfolio are 


desirable, or sales needed to obtain cash 
for the estate, the trust officer should 
be both careful and diplomatic in his 
presentation of the recommendations. 
Once approval is obtained, the steps at 
the trust company are routine, but the 
widow should be kept informed. She will 
be “anxiously awaiting” the results of 
these changes. 

Sooner or later the trust officer will 
be confronted with a request for en- 
croachment on principal, Mr. Smith 
pointed out. The important thing here 
is the manner in which the request is 
treated. Probably it will be granted. But 
this is a good time for establishing a 
firm understanding of the situation aris- 
ing from the estate assets on the one 
hand and the widow’s probable future 
needs on the other. 

In the “case” under consideration, the 
$40,000 residence in a district which 
has already reached its peak probably 
should be sold and the widow should 
move into a smaller, less expensive 
home, or an apartment. The trust officer, 
however, can only advise. This is her 
home, and her problem. 

The administration of estates, Mr. 
Smith said, in general requires the trust 
officer to reach for two objectives: to 
be fair to his Company in making his 
time productive, and to establish a 
warm and friendly relationship between 
the Company and the client. 


Estate Investments 


Any testator naturally has expressed 
his own personal interests in his selec- 
tion of investments, G. J. Littooy, in- 
vestment officer of Montreal Trust Co., 
observed. The trust officer. must examine 
them to see how good they are at the 
time the trust company takes over as 
executor, but he should appraise them in 
the light of the testator’s objectives, and 
not from the point of view of Company 
rules and convenience. 

Stocks which pay little income may 
be excellent when the owner is alive, but 
may not be good for his beneficiaries. 
Consideration must be given to the best 
methods of providing for any necessary 
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cash payments. In the case under re- 
view, the portfolio was large enough to 
offer adequate earnings without losing 
the opportunity for growth. This last 
point is important because part of the 
widow's income is derived from insur- 
ance settlement options providing $300 
a month but ending in 1975. The widow 
is only 51 and may well live beyond that 
time. Even immediately this particular 
widow, with estimated income of some 
$8,000, will not be able to live as before. 
Using the portfolio listed in the case 
material distiributed to the audience as 
his starting point, Mr. Littooy offered 
the following specific suggestions: 
Sales to raise the $44,991 needed for 


taxes and other expenses 
$20,000 Gov’t of Canada 2%% 








Se eee 1 PE 
500 shs. Hudson Bay Oil & 
eto et ieee 
500 shs. Pacific Petroleum ___ 6,500 
500 shs. Pembina Pipe Line. 5,750 
500 shs. Salada Shirriff 
morsey 2... «6980 
$45,700 
less brokerage 545 
$45,155 
Remaining estate portfolio 
$15,000 Westcoat Transmission 
LS ee ee $13,800 
500 shs. Canadian Breweries. 23,500 
200 shs. Falconridge Nickel ___ 10,000 
500 shs. Gunnar Mines _........ 4,000 


200 shs. Howard Smith Paper 9,000 





200 shs. Inter. Nickel __............ 13,800 
300 shs. Moore Corp. —_..-_. 17,400 
300 shs. Steep Rock Iron Mines 2,850 

$94,350 


Sales and purchases to improve the in- 
come and growth possibilities 
Sales 








275 shs. Canadian Breweries ___.. $12,925 
200 shs. Faleonridge Nickel 10,000 
200 shs. Howard Smith Paper ___ 9,000 
85 shs. Inter. Nickel __....___.... 5,865 
125 shs. Moore Corp. -.-......... .- 1,250 
300 shs. Steep Rock Iron Mines __ 2,850 
$47,890 

less brokerage —....____. 440 

$47,450 


Purchases 
$10,000 Province of Ontario 54% 








Lh): ai a ee eee $ 9,950 
100 shs. B. C. Electric 5% % , 
MAME ke RS 
300 shs. Imperial Investment 
ee) 6,150 
100 shs. Loblaw Groceterias 
1-60 pid: _._................ 32000 
200 ahs. Bell Tel. ..........- 9,750 
300 shs. Dominion Tar & 
0S SES Tees eases 5,362 
100 shs. Royal Bank of Canada 7,600 
$47,049 
plus brokerage 380 
Potal Cost __..__...__._ 627 A29S 





These changes would increase the wi. 
dow’s annual income by $1,032 and 
leave her in the following position: 


Income from estate .......$4,306 
Anpuaity til 197). 3,600 
Minimum income __....-- $7,906 


If her $20,000 of lump sum insur- 
ance should be invested it could 


add 1,000 


e——. 


$8,906 


Maximum income __...... 


If she decides to sell her house and ip. 
vest the proceeds another $2,000 of in. 
come could be obtained. 


Estate Accounts 


The relation of trust accounting to the 
customer's needs as well as those of the 
trust officer must always be kept in 
mind, E. J. Brown, manager, estates de- 
partment, Chartered Trust Co., said in 
his talk on estate accounts. Automation 
is a wonderful tool, but should not be 
allowed to damage the trust company’s 
image in the minds of the public. People 
want personal interest and no wall of 
isolation between customer and _ trust 
officer should be allowed to develop be- 
cause of improved methods of account- 
ing. 

There are four necessities to keep in 
mind. Mr. Brown advised. First, the 
trust officer must be supplied with sufl- 
cient information to do his work well. 
For this purpose machines are a great 
help. They enable the trust officer to 
keep a closer watch on small balances, 
investments, and other matters that need 
frequent attention. The danger is that 
he may forget the beneficiary. He must 
not do this. He can keep in touch by 
telephone. 


The second problem is to produce 
statements and reports for the benefi- 
ciary which can be understood and are 
meaningful. To do this one must find a 
way to overcome the use of codes which 
the client or beneficiary cannot compre- 
hend. This can be done, Mr. Brown as- 
sured his audience, for somewhere in 
the accounting process it is possible to 
arrange the material to produce a re- 
port the beneficiary can understand 
without re-typing. This task, however, 
should have the attention of one or more 
senior trust officers and not be left sole- 
ly to the electronics man. Fortunately 
punched cards can be run in any order 
to produce information in the desired 
form. The annual statement in particu- 
lar is a great opportunity for salesman- 
ship and good public relations. If the 
statement to the client does not bring an 
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: is wise to telephone about it, 
n said. 


answer. 
Mr. Bro 

A thi::| purpose of accounting is to 
provide he material used for tax re- 
turns, ad the fourth major aim is to 


provide ‘he information needed for the 
courts o' for personal guardians. For- 
tunately modern accounting machines 


make it } ossible to produce extra copies 
of statersents and reports which can 
meet these needs. Mr. Brown suggested 
that wher: an audit is requred, the bene- 
ficiaries |e made a part of the proceed- 
ings, if possible, and actually see the 
trust company get the stamp of approval. 
He advised trust officers, if asked ques- 
tions, to answer simply but fully the 
particular point raised. 


In the general discussion that follow- 
ed the talks by panel members, Mr. 
Puddy was asked whether his Company 
used a will clause limiting compensation 
to the corporate trustee and what was 
the reaction of clients. He said that ordi- 
narily such a clause would be requested 
and that some clients objected, but in 
the great majority of cases they did not. 
One lawyer in a recent situation stated 
that such an idea was new to him, but 
after he had thought it over he favored 
using such a clause in any will where a 
corporate fiduciary was being appointed. 

Mr. Smith raised the point that the 
plan of “income to the widow and chil- 
dren” creates a problem for the admin- 
istrator when the widow is a sepndthrift. 
What might the estate planner have said 
about this when talking with the testa- 
tor? Was there perhaps a tax advant- 
age? In regard to the case under con- 
sideration, he pointed out that two of 
the children were still minors and it 
would be normal to pay the income to 
their mother. There might be occasions 
when payments could be made directly 
to or for the children, as, for example, 
in time of illness. In any case, the ability 
of the executor to use moral suasion is 
better than to pay money directly to the 
children contrary to the provisions of 
the will. 


AAA 


¢ For many years our Trustee Depart- 
ment has had the care of large funds 
and so has, in the course of time, ac- 
quired a very valuable experience in the 
investment of monies entrusted to it, 
Which is at the service of customers 
generally. I would like this to be more 
widely known because of the great in- 
terest now being shown by ever widening 
tireles of people, particularly in the pur- 

thase of ordinary shares. 
William Deacon’s Bank Limited 
Manchester, England 
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Estate Planning Councils 
in Canada 


Membership composition and _pro- 
gram favorites of the Life Insurance- 
Trust Councils and Estate Planning 
Councils in Canada were described in 
answers to a questionnaire sent out by 
Trusts AND EsTaTEs last month. Replies 
from five councils in Edmonton, Mani- 
toba, Montreal, Ottawa and Toronto 
indicated that they hold meetings at 
5:30 or 6:00 P.M. and operate from 
October to April or May. All five organ- 
izations include trust officers, life under- 
writers, and accountants, and all but one 
include attorneys also. The proportion 
of these groups within the total mem- 
bership varies considerably. In most 
cases the life underwriters and the trust 
officers are the larger groups, but in one 
instance the lawyers outnumbered the 
other segments of the membership. 


Accountants are required to be chart- 
ered in four of the five councils, but the 
insurance men faced a chartered life 
underwriter requirement in only two of 
the five councils. A third, which did not 
make this a requirement, stated that in 
fact all the insurance members were 


CLU’s. 

Lectures, panel discussions and case 
histories were the usual forms of pres- 
entation and the subjects preferred were 
described as follows: 


a) Practical 
members 

b) Estate planning 

c) Legal points, tax problems 

d) Canadian Estate Tax Act and 
Provincial Succession Duties, with par- 
ticular reference to valuation of busi- 
nesses 

e) Role of each profession on the 
estate planning team. (This topic was 
spread over three meetings, the first con- 
ducted by a trust officer and a C.L.U., 
the second by a lawyer and a CA, and 
the third providing a summation and 
general discussion. 


information to assist 


Attendance at these councils appears 
to be generally large in proportion to 
total membership and suggests that in 
the coming years more councils will be 
added to the seven now known to exist 
in the Dominion. 


A AA 


e All-year use of the St. Lawrence 
Seaway may be economically feasible by 
1980 through new engineering tech- 
niques which prevent ice jams _ in 
channels and harbors, according to 
Arthur D. Little, industrial consulting 
firm of Boston. 
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- PROMOTIONAL PROGRAMS 
EXH!}3ITED AT CANADIAN 
TRUST CONFERENCE 


Newsp:per advertising continues as 
the mai effort of trust company adver- 
ising in Canada, but is backed up by a 
yariety ©! methods and materials reach- 
ing into other media. Booklets to de- 
scribe particular services, such as pen- 
sion trusis, executorships and personal 
trusts, as well as investment agencies, 
are widely used and are distributed by 
direct mail to carefully supervised lists. 
Stuffers for customer statements. or 
other comnmmunications are often effec- 
tive, and at least two of the companies 
| publish periodicals to be sent to the 

home containing a combination of prac- 

tical suggestions, humor, and enlighten- 
ing articles about the personal services 
offered by the corporate fiduciary. 

Another approach which has met with 
steadily growing success is the finance 
or trust forum. Women, in particular, 
have welcomed these events, attending in 
spite of bad weather and with increas- 
ing numbers. They ask more questions 
than can be answered, even though the 
proportion of time allotted to speakers 
has been reduced and that for discussion 
lengthened. 

The use of some sort of pocket tax 
information maintains a steady popular- 
ity although it is fraught with some 
element of danger. People sometimes 
take too much for granted. Or attorneys 
may feel that it oversteps the line be- 
tween law and finance. Trust companies 
warn their clients that such publications 
are estimates and not to be used with- 
out further inquiry, and in some cases 
a supplement is sent to the same mail- 
ing list when a change in law or ruling 
makes it advisable. 

While the great bulk of promotional 
activity is carried on by the trust com- 
panies individually, a beginning has 
been made toward cooperative endeav- 
ors that may benefit all. Up to now this 
has been chiefly accomplished in two 
ways. Forums have been sponsored co- 
operatively on a number of occasions, 
and The Trust Companies Association 
has undertaken a modest program of 
‘Advertising and booklets. This type of 

| Promotion is continuing as a supplement 
‘to the activity of each trust company 
Separately. 

| Exhibits of promotional material were 
‘Prepared for the Annual Meeting of the 
Association by the following trust com- 
Panies represented clockwise (starting 


attop right) in montage reproduced on 
®pposite page: National Trust, Montreal 


Y 1961 


Trust, Toronto General Trusts, Victoria 
& Grey Trust, Canada Trust, Canada 
Permanent Trust, Royal Trust, 
Crown Trust. 

Examination of the exhibits revealed 
that while for the most part the trust 
companies were following the main lines 
of approach mentioned above, each 
sought to develop a special size or form 
of advertisement, or an easily distin- 
guishable color or cover for booklets. 
that would compete for attention and 
identify it with the particular company. 


and 


Perhaps no one form of advertising 
can be called the most effective. One 
method which seems to be pulling well 
currently, however, is the use of very 
short, succinct messages for newspaper 
publication. Little is heard to date about 
advertising over the air, but some be- 
ginnings have been made, and these, too, 
are cooperative as well as individual. 
On the evening of the Annual Meeting, 
for example, three trust officers were 
interviewed over a_ Toronto 
station. 


radio 





TAKING INSTRUCTIONS IN A WILL 


pene THE TOPIC “ADVISING 
and Taking Instructions in a Will,” 
Elgin E. Coutts, of the Toronto firm 
Carrick, O’Conner & Coutts, told the 
annual forum of The Trust Companies 
Association of Canada, meeting in 
that city on April 27, that the client 
is apt to over-simplify his situation, and 
it is usually necessary to lead him to 
think more deeply about his own prob- 
lems. Sometimes this is complicated by 
the possibility that the client may not 
be quite sane. Perhzps he can be per- 
suaded to see a psychiatrist. In one in- 
stance, the speaker said, his client was 
under treatment by her own psychia- 
trist who decided that she had complete 
testamentary capacity. To be sure of his 
ground, Mr. Coutts, after drawing the 
will, got the client to sign in the pres- 
ence of the psychiatrist and his nurse 
and got them to sign as witnesses. 

The draftsman has to exercise pati- 
ence to gain the client’s complete confi- 
dence in order to ascertain the entire 
list of assets. Often people do not real- 
ize how much they own or how it is 
held. The planner must see the actual 
deeds and other documents. The client 
may ask, “What do other people do?” 
or “What is usually done?” and the at- 
torney has to lead him to understand 
that it is his individual will which is 
under consideration. It is also necessary 
to find out whether the wife can handle 
money, or, at least, whether the testator 
thinks she can. Sometimes, too, the wife 
objects to having a will of her own, 
and yet the family is so constituted that 
in the event of her dying intestate the 
estate would pass in a manner quite dif- 
ferent from what the estate owner, her 
husband, had in mind. 

Where property is owned jointly and 
the wife is the beneficiary of the hus- 
band’s life insurance, it is important to 
learn ages or at least the order of 
seniority, because of the possible conse- 


quences (in Ontario) if there should be 
a common disaster. The exercise of 
powers of appointment should be con- 
sidered. It is important to find out the 
client’s status as regards salary, part- 
nership interests, sole ownership of a 
business, or part owner of a closely- 
held corporation. What will happen to 
his share? How is it valued? Is there 
a buy-sell agreement? It is impossible 
to over-emphasize the effort to get a 
true list of the client’s assets, a real 
understanding of his objectives, and to 
lead him to think one step beyond where 
he would probably leave himself — 
as, for example, if this person does not 
survive, who is to get his bequest? 

Complications can arise if a man’s 
married brother, his sister, children or 
grandchildren are beneficiaries and pre- 
decease testator himself. His bequest 
may go entirely to his wife with nothing 
to his children. 

Mr. Coutts expressed a preference for 
working with other professionals in es- 
tate planning because of their know- 
ledge in special fields. Also he pointed 
out that when it is possible to sit down 
together it saves a lot of calling back 
and forth. In the matter of selecting an 
executor, he explains to clients that if 
his executor dies while settling the es- 
tate the executor’s executor becomes the 
original testator’s executor. The only 
way to be sure this won’t happen is to 
try to cover all contingencies and to 
have a corporate fiduciary some place 
in the line. 

In regard to testators cutting people 
out of their wills, the speaker advised 
prolonging the “cooling off period” 
that exists between the time the client 
says he wants this done and the time 
the revised or new will is actually sub- 
mitted to him. If the omission was 
prompted by some emotional experience, 
the client may very well change his 

(Continued on page 431) 
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REAL ESTATE INVESTMENT IN CANADA 


Some Notable Trends Analyzed 


HEN YOU CONSIDER THAT THE 
7 of land is finite and limited 
and the number of human beings is 
growing at a spectacular rate in this 
century, you can appreciate the unusual 
quality of real property. The supply is 
fixed and the demand is continuously 
growing. 


It is an inescapable conclusion that, 


given a piece of property located in 
the path of more intensified usage, it 
will continue to be in demand, to be an 
asset of increasing value in absolute 
terms. Of course, this assumes one ex- 
tremely important external factor and 
that is investor confidence. By this I 
mean the faith investors have in the 
continuity of governmental institutions 
that protect the integrity of capital. 


Trust Company Growth 

As a group, Canada’s trust companies 
have seen their assets grow more than 
300% since 1950 until today they ap- 
proach one billion dollars. With this re- 
markable growth there has come a re- 
quirement for new forms of secure and 
profitable investment. This pressure will 
continue as assets increase, and real 
property, more particularly income-pro- 
ducing real property, will become more 
and more attractive as an 
medium. 


investment 


Investment in income-producing real 
estate is the area that has occupied my 
business hours for the past 13 years, 
the last 8 and one-half of them here in 
Canada. 

The creation of realty investments is 
a field of infinite variety requiring the 
more sophisticated approach — _ the 
more intensive training and, most im- 
portant, a mind open to new ideas. 

The bulk of institutional funds that 
have found their way into real estate 
have done so through residential mort- 
gage loans. This will undoubtedly con- 
tinue to be the largest single avenue for 
investment by trust companies, since 
housing requirements will continue to 
expand as our population grows. 


From address to The Trust Companies Associa- 
tion of Canada, Toronto, April 27, 1961. 
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ELLIOT N. YARMON 


President, Tankoos Yarmon L.td. 


I am more interested in pointing out 
the opportunities open to trust company 
administrators in income - producing 
properties — apartment houses, office 
buildings, shopping centers, industrial 
buildings, hotels —- the whole range of 
real estate developed to create an in- 
come stream. 

New Forms of Investment: 
Leasebacks 


Quite apart from the fact that it is 
in their own interest, it is the responsi- 
bility of those in the real estate business 
to create new forms of investment — 
especially those which will attract new 
funds for financing, thereby expanding 
the utility of available capital. Similarly 
it is the responsibility of the men in 
our financial institutions to respond con- 
structively to new ideas. They should go 
further. New ideas, new techniques must 
be encouraged if we are to build a 
better Canada and at the same time 
develop outlets for the buildup of sav- 
ings continuously taking place. 

There is no reason why old, tried and 
true ideas cannot be modified and im- 
proved for everyone’s benefit and the 
laws of logic do not force you to be- 
come permanently wedded to an idea 
just because you have tentatively em- 
braced it. 

Take leaseback financing for instance. 
Today, this is a widely accepted method 
of corporate financing but was rarely 
used in Canada until after World War 
II. 

At that time, the realty investment 
field was faced with a new challenge and 
new opportunities. From 1930 to 1945 
realty facilities were not being replaced 
but were being used up day by day. 
Business management was seeking to ex- 
pand to serve our prospering economy 
after the dismal 30’s. And finally a back- 
log of savings had accumulated seek- 
ing profitable investment. 

A great deal of the financing of realty 
expansion since 1945 has been done by 
conventional techniques developed many 
years ago. Corporate securities repre- 


sent one such approach. Mortgage f. 
nancing with equity investment repre. 
sents another. However, as the pressure 
for more expansion by business on the 
one hand and more investment require- 
ments by capital on the other continv- 
ally mounted, ingenious real estate in. 
vestment men developed the leaseback 
technique io its present state of accept- 
ability. 


Bonds and Leasebacks 


Another new technique was invented 
whereby investors could participate in 
this secure and relatively high yield 
form of investment by marrying bond 
investments to leaseback. It was done 
in this way; a private company was 
formed to buy the reai estate, arrange 
the terms of the lease and attend to 
the other details necessary. Then this 
company issued its own first mortgage 
bonds for private placement, the bonds 
maturing in correspondence with the 
term of the lease. 

For security, there is not only the 
corporate tenant’s covenant to pay but 
there is the underlying strength of the 
real estate upon which the bonds are a 
charge. Many insurance companies and 
pension funds in the United States and 
some in Canada are already purchasers 
of this new form of paper. With 20 to 
30 year maturities, it fulfills their re- 
quirements for long term security, and 
yields are excellent in comparison with 
those commonly available on the cor 
ventional bond market. 

Now, this is no longer new. The mat- 
ket has been established and is constant- 
ly growing. 


Bonds and N.H.A. Mortgages 


Another example is a new form of 
private corporate bond — one which is 
based upon the guarantee of the Gov- 
ernment of Canada behind National 
Housing Act mortgages. 

It has taken six years to create this 
financing and investment technique, t0 
market the first bonds, and organize the 
machinery of assembling the bundles of 
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mortgays in a form acceptable to insti- 


profitable. My point is that a new in- 


I have just described are new to Canada 


tutiona! nvestors. It was done with the vestment has been created, a new idea but they are not necessarily new ideas 
blessing of the Canadian Bankers Asso- _ is being tried out, new business is being since some of them have been tried out 
ciation. e cooperation of Central Mort- generated. and refined in England and the United 
gage «il Housing Corporation, the Still another example involves serv- States. Real estate investment companies 
Ministe: of Public Works, the Minister ice stations unnder lease to a major oil are only another form of corporate in- 
of Fina: ve, the Department of Justice company in Eastern Canada. It started vestment. As in industrial firms, proper 
and the Cabinet itself in removing the as a conventional leaseback transaction sponsorship and competent management 
technica’ obstacles. Perhaps most signi- but, again, the private realty company are essential before they can be consid- 
ficantly. two of the country’s major issued securities, this time for 100% of ered as vehicles for the kind of capital 
trust companies, by looking ahead and the cost, and in return shared the resid- in the hands of trust companies. 


responding to a new idea, have de- 





ual equity with the American institution 


There are few publicly owned prop- 








fi- veloped new business for their real es- which purchased all the bonds. Twenty erty companies in Canada, but in Brit- 
yre- tate and mortgage departments. They five years from now, that institution and ain there are hundreds. Apart from the 
ure have also laid the groundwork for a_ ourselves will be in the real estate busi- more usual types of industrial and com- 
the continuing outlet for the ever growing ness together. mercial properties, the London Stock 
ire. funds of the pension groups whose capi- a . Exchange lists firms that own everything 
ny. | tal they manage. British and U.S. Experience from public houses to public halls, holi- 
in- | am sure that the representatives of There is a moral in all of this. Don’t day camps and garages, movie theaters, 
ack the Montreal and Royal Trust Com-_ be afaid of real estate investment com- automobile showrooms and even the 
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It is sponsorship, management and 
well-deserved public trust that have led 
to the wide acceptance of such securities 
by investors. There, the life insurance 
companies, whose investment problems 
are similar to those of our trust com- 
panies, have been in the property in- 
vestment business in one fashion or an- 
other for many generations. The Pearl 
Assurance and the Legal and General 
have financed Jack Cotton, one of whose 
activities is the current construction of 
the world’s largest office building over 
Grand Central Station in New York. 
The Prudential of England, with mort- 
gages, ownership of debentures, joint 
ventures and the holding of preferred 
stock positions is a major force in the 
development of new real estate com- 
panies and investments. Closer to home, 
the Eagle Star recently was of great 
assistance to William Zeckendorf in com- 
pleting his financing for Place Ville 
Marie in Montreal. 

What do they get in return for this 
activity? Notably, a portion of equity 
comes their way. Their loans, whether 
by mortgage or debentures, are con- 
vertible in many cases into 
stock at certain times. 


common 


Property Investment vs. 
Speculation 


I must emphasize the difference be- 
tween property investment companies 
and purely speculative development 
companies. In that connection, most of 
the investment real estate firms in Can- 
ada are small and privately owned. How- 
ever, the needs of the economy and the 
scope of development taking place and 
ahead of us require more massive group- 
ings of funds, beyond the resources of 
most private investors. 

The logical step is public financing 
and there is no real reason why our 
Canadian institutions cannot provide 
senior financing and subsequently par- 
ticipate in the equity growth of prop- 
erty investment companies. 

No one would suggest that all trust 
company funds be placed in real estate, 
whether in mortgages, or by direct in- 
vestment, but I believe that it should 
and will have a larger position in the 
thinking in the future. 


The Importance of Confidence 


I come now to a most important area 
of discussion in any analysis of realty 
investments — in fact of major im- 
portance in the whole investment field: 
the confidence that investors have in the 
continuity of the governmental institu- 
tions that protect the integrity of capital. 





I suppose the primary duty of any 
trustee is to preserve capital. Conserya. 
tive investors know that regardless of 
the so-called rate of interest at which ay 
investment is offered, it is primarily the 
confidence it inspires that is paramount, 

Confidence is largely a matter of emp. 
tions. It is built up by years of paip. 
staking work, by the creation of a favor. 
able climate based on successful past ex. 
perience. It frequently gives what I like 
to term another “dimension” to an ip. 
vestment. Those enterprises, private or 
public, that have earned investor conf- 
dence can offer something more than 
a rate of interest. And although it may 
take many years to establish this favor. 
able investment climate, it can be dis. 
pelled and shattered over night by care. 
less action. This is true of nations as 
well. 

Consider how fortunate we have been 
in Canada. Ever since our economy be. 
came exposed to development we have 
attracted investment capital from many 
sources. The natural wealth of our coun- 
try and the industry of our people are 
partially responsible for this. But of 
paramount importance has _ been the 
friendly and receptive attitude we have 
maintained towards capital investment 
regardless of whether that capital was 
home-generated or from _ non-resident 
sources. 

London, Amsterdam, New York, 
Paris, Zurich — all the major financial 
world capitals have historically viewed 
our nation as a desirable area for long- 
term investment. 

It has disturbed me to have observed 
during the past 12 months a marked 
change in this attitude. In my opinion. 
chief responsibility for this rests with 
the Governor of the Bank of Canada. 
Mr. J. E. Coyne, and with that small 
segment of the community which is in 
terested in making immediate political 
hay at the expense of the long-term 
good of Canada. The question of non- 
resident investment funds has become 4 
political football in recent years and we 
are therefore in danger of losing sight 
of the consequences of irresponsible and 
carelessly thought out charges relating 
to it. 

The -president of our largest life ir 
surance company, Mr. George Bourke. 
in his report to policy holders of the 
Sun Life Assurance Co. of Canada, re 
ferred to the distortion of Canada’s im 
age to our friends abroad. With specific 
reference to the United States he pointed 
out that “too frequently, however, pub: 
lic and private statements by Canadians 
have degenerated into emotional eX 
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pression: of nationalism that serve no 
construc!ive purpose and could do irre- 
parable :'amage to future Canada-United 
States rations.” 

He ws quite correct in stating that 

we mus! 0t permit investors to lose in- 
terest in Canada or to allow the image 
of Cana‘ia abroad to become “fuzzy.” 
_ In spite of statements by government 
spokesmen denying responsibility for 
Mr. Coyne’s policy of economic “aut- 
archy,” there is no use ignoring the fact 
that when the governor of our central 
bank talks, he is bound to be heard by 
persons throughout the international fi- 
nancial world. 

Mr. W. E. McLaughlin, president of 
the Royal Bank of Canada, has referred 
to the “recent wave of sentiment, 
amounting almost to hysteria, against 
the import of foreign capital.” 

This characterization properly under- 
scores the dangers inherent in the short- 
sighted program being urged upon our 
country. 

The carefully built-up framework of 
investor confidence is in danger of col- 
lapse if such an atmosphere is permitted 
to grow unchallenged. I have recently 
returned from a trip that included Lon- 
don, Paris and New York during which 
I spoke to many financial leaders inter- 
ested in Canada and eager to know 
what our investment climate is likely to 
be in the future. The fact that this line 
of questioning was entered into reflects 
an uneasiness, a caution, an attitude of 
reluctance that has not existed in the 
past 10 years. 


The Evidence of History 


Will anyone seriously state that Can- 
ada would be better off today if no for- 
eign capital had been permitted in this 
country during the past 100 years? Can 
you imagine the state of our economy if 
during that time we had had to rely 
upon our own resources to build our 
railroads, to develop our mines and 
forest products industry and to do the 
host of things that have placed Canada 
in its enviable position in the world 
today ? 

Canada is a world trading nation and 
cannot afford the risk of retiring behind 
its borders. Canada has become a world 
leader as a so-called “middle power” 
and she should not embark on a pro- 
gram that contradicts our clearly de- 
fined role in today’s world. 

But, some will ask, what happens 
when interest and amortization pay- 
ments and dividends on this foreign in- 
vestment exceed our capital in-flow? As 


Mr. McLaughlin has said we then be- 


May 1961 


come a “mature debtor” and “all we 
have to do is to let nature take its 
course.” He added, “Our excess demand 
for United States dollars and other for- 
eign currencies will result in an auto- 
matic fall in the Canadian dollar, a 
stimulation of exports and a discourage- 
ment of imports. The lower exchange 
value on our dollar will undoubtedly 
please our exporters as well as the do- 
mestic manufacturers subject to import 
competition.” 

Is this not the reasonable and correct 
answer? Do we not have enough confi- 
dence in our capitalist system based on 
profits to visualize our ability to meet 
our obligations when they come due? 

It is all very well to use slogans such 
as “living within our means” but we 
are overlooking the serious repercus- 
sions that result from the adoption of 
policies designed to put “blinders” on 
our national outlook. Slogans and smart 
catch-words will not solve our recurring 
unemployment or our international trade 
deficit. They are not the solution re- 
quired by our youthful and struggling 
secondary industry nor are they the 
solution to the other serious problems 
facing our economy. 

According to this morning’s press re- 
ports, Mr. Coyne seems to have re- 
treated a little in his attitude towards 
foreign capital. But he has not gone far 
enough in acknowledging the benefits of 
foreign investment to this country and 
in attempting to regain investor confi- 
dence. He should do this promptly. 

Our situation is not unique in the 
history of international finance in spite 
of what Mr. Coyne says. Developing 
economies going through the period of 
“take-off” as the prelude to their indus- 
trialization and then into the era of 
high mass consumption have frequently 
been debtors. 

The Brookings Institution published a 
massive study on the United States ex- 
perience and you will be interested to 
know that foreign debt in that country 
grew until in 1914 it totalled over $7 
billion dollars. Major funds were pro- 
vided by England, Germany, Holland, 


France and Belgium. Until such time as 


the internal generation of capital was: 


large enough to accommodate its needs, 
the United States turned to foreign in- 
vestment sources. 

We need not fear being submerged 
financially by foreign funds if we con- 
tinue to apply ourselves energetically to 
our chores. A project soundly planned 
will pay off the debt out of profits and 
will have created savings with which to 
build up the available funds for future 
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Canadian development. Canada _ will 
probably then be in the position to make 
substantial foreign investments of its 
own and I sincerely hope to areas of 
the world eager and receptive to this 
assistance. 

Incidentally, we Canadians 25 years 
from now may well be in the same posi- 
tion as some of our foreign friends to- 
day. and we should be prepared to be 
on the receiving end of the same sort of 
international mud-slinging. I can al- 
ready hear the cries of outrage in Otta- 
wa when this happens. 


Future of Real Estate Investment 


What conclusions can be drawn about 
the future of real estate as an invest- 
ment medium in Canada? 


First, it is important to note that it is 
intimately tied up with the whole field 
of investments. Treating it as an isolated 
phenomenon in the 20th century is a 
fallacy and can give only a limited ap- 
preciation of its implications for the 
years ahead. 

Second, realty values and apprecia- 
tion will be determined by the extent 
to which investors at home and abroad 
are prepared to back their judgment and 
faith with cash. Development and rede- 
velopment are and will remain activities 
almost wholly conceived and carried out 
by private enterprise. 

It is the concept of private property 
and its use that concerns us. In my 
view it becomes compromised too easily 
by the frequent public utterances that 
breed uncertainty, indecision and mis- 
trust about the future integrity of 
capital. 

Third, we require a receptive view- 
point to new ideas and new techniques 
since we are living in a dynamic society 
where one of the few constants is the 
very fact of change. 

Trust companies basically are con- 
cerned with the future. This is true in 





Luncheon on Trust Conference Day in Canada. 





the narrow legal sense wherein they are 
fiduciaries of trusts and estates. Of 
equal importance is the fiduciary ca- 
pacity that the trust companies have to 
the nation in the social sense. 

As enduring institutions trust com- 
panies have a responsibility to have 
their voices heard in constructive criti- 
cism, in effective participation in policy 
and in administration of our nation’s 
affairs. They can and should contribute 
to the great future we are all confident 
is ahead for Canada. 


a A A 
Commonwealth Trustee 
Companies Report 


Trust and Agency Funds under Ad- 
ministration have increased to £55,096,- 
643 (compared with £41,590,000 in 1950 
and £31,379,000 in 1940) ... The value 
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Capital and Reserve $3,900,000. 
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of new funds in Estate, Trust and 
of new funds in Estate, Trust and 
Agency business was the highest in the 
Company’s history . . . The pattern of 
investment of funds has undergone a 
change in post-war years with greater 
emphasis on Equity Stocks. The trust 
funds in our hands today comprise Fixed 
Interest Securities 40%, Equities 40%, 
Real Estate 14% and miscellaneous 6% 
. . . Last year our first Common Fund 
amounting to £2,000,000 was established. 
Common Funds suited to the needs of 
other estates have since been set up by 
us and the total of investments in Con- 
mon Funds now exceeds £6,000,000. 


Trustees Executors & Agency Co. 
Ltd., Melbourne, Australia 


The Trustees Department has recorded 
a year of growth and the results show 
that the services which it provides, such 
as the administration of estates, the 
supervision of investments under Decla- 
rations of Trust and the Trusteeships of 
Pension Funds, are in constant and in- 
creasing demand. 

Our Registration Department has also 
received a most satisfactory influx of 
new business in consequence of the pro- 
nounced trend towards the employment 
of specialist Company Registrars in 
work formerly done by a company’s own 
staff. The uneven load imposed by divi- 
dends distributions and the despatch of 
company reports which can place a strain 
on an individual company is more easily 
accommodated by the Bank with _ its 
spread of work, greater resources of 
staff and modern office machinery. 

District Bank Limited, 
Manchester, England 
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QUOTES FROM ANNUAL REPORTS OF 
CANADIAN TRUST COMPANIES 


The i:markable gains made by the 
Compan: in recent years offer a depend- 
able mc.sure for estimating advances 
in the future. We avoid unfounded op- 
timism, »ut the field open for our busi- 
ness is so vast that it would be diffi- 


cult for us not to look ahead with the 
greatest of confidence. 
Administration & Trust Co., Montreal 


The establishment of two branches has 
been authorized, one in Listowel and one 
in Brampton. These are splendid, pro- 
gressive towns surrounded by prosper- 
ous areas .. . Our trust department has 
been busily occupied during the past 
year looking after the needs of the citi- 
zens for trust services. 

British Mortgage & Trust Co., 
Stratford 


Gains were recorded in every depart- 
ment . . . The notable feature of the 
year was the great growth in our Es- 
tates, Trusts and Agencies division (in- 
crease in assets of 16%). It is the larg- 
est increase recorded in any one year 
Pees A new branch was opened in 
Kitchener, Ont. . . . We also expect to 
have a full range of trust services 
available at our London office in 1961. 

Canada Permanent Trust Co., Toronto 


The various trust services provided 
have again shown impressive increase 
in both scope and volume. The Company’s 
function as executor and trustee in the 
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Estates, Trusts & Agencies at Canada 
Trust Co. 


administration of estates continues to 
be the basic activity, but investment 
Management of agency accounts is be- 
coming increasingly important, The Pen- 
sion Trust Division enjoyed tremendous 
growth .. . A new undertaking to be 
known as the Commercial and Industrial 
Division has been established to formal- 
ize activity in the purchase and sale of 
businesses and in the development of 
real estate investment situations 
Five new offices were opened... . 
Canada Trust Co., London 


Gains were recorded in every depart- 
ment ... New appointments as Executor 
and Trustee continue at an increasing 
aa 


Central Trust Co. of Canada, Moncton 


May 1961 


The largest growth in our business 
during the year was in our Guaranteed 
Trust Account, which increased by 22% 
or almost eight million dollars more than 
in 1959. We welcome the large number 
of new depositors and would like to 
point out that a substantial part of the 
new funds received was invested in 
mortgages, both conventional and under 
the National Housing Act. The invest- 
ment of funds in mortgages by this Com- 
pany and similar institutions has greatly 
assisted in building new homes for our 
growing population. 


In the latter part of the year a sub- 
stantial interest in our shares was ac- 
quired by the bank of Nova Scotia and 
we look forward to a happy association 
with that institution. 

Chartered Trust Co., Toronto 


The principal increase (in total as- 
sets) has been in the volume of Estates, 
Personal Trusts and Agencies... Pos- 
sibly the greatest asset of Crown Trust 
Company has been omitted from our bal- 
ance sheet. That asset is the knowledge, 
capacity and experience of our person- 
nel, acquired and developed during more 
than 64 years ... Because of the nature 
of our business we are constantly as- 
sisting clients in planning for the finan- 
cial future of dependants and helping 
others over difficult hurdles encountered 
in problems they have not been trained 
to solve. 

Crown Trust Co., Toronto 


The value of assets under administra- 
tion for Estates, Trust and Agency ac- 
counts increased substantially ... We 
believe that the public is becoming in- 
creasingly aware of the value of the 
services that trust companies can per- 
form. 

Eastern Trust Co., Halifax 


The board of directors looks upon the 
progress recorded to date as only a pre- 
lude to a still greater development. It 
is a familiar saying that the first mil- 





120 
100 i 
if 

80 

00 ; H 

“@ ee ‘ 
» GA 

20 , ) ae i te 
ee ag oy 

9 a d Bs 





1930 4920 1930 3940 1950 


Asset growth at Crown Trust Co. 





lion of savings is the most difficult to 
accumulate ... 

I have recently expressed the opinion 
that the central government should re- 
frain from chartering trust companies 
and in addition that banks ought not to 
be major shareholders. Trust companies 
are in reality professional administrators 
of individual estates, and in providing 
this service it is essential ‘that the in- 
terests of their clients shall be para- 
mount ... They cannot expand as easily 
as savings banks or the branches of a 
bank. Their best method of cooperating 
with the public is to acquire a larger 
number of direct shareholders without 
the mediation of any underwriting group 
and without the possibility that influ- 
ences from a distance can make them- 
selves felt. Trust companies are essen- 
tially under provincial control. 

On the other hand, nobody questions 
the need for some legislative control over 
foreign companies doing business in 
Canada either directly or through sub- 
sidiaries, But the opinion is unanimous 
that it should be centralized, with a 
single authority to legislate in this mat- 
ter, and with sufficient moderation and 
understanding to avoid drying up the 
source of international investment capi- 
tal. 

General Trust of Canada, Montreal 


The number of corporations who have 
appointed us as their transfer agent and 
pension fund trustee and the number of 
individuals who have named us as ex- 
ecutor and trustee under their wills and 
as trustee under argeements, as well as 
the value of the funds entrusted to our 
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Over $240,000,000 under administration. 
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care in fiduciary capacities, has reached 
a new high record. 
Guaranty Trust Co. of Canada, 


Toronto 
Estates and Trusts under administra- 
Estates and Trusts under dministra- 


tion, with an increase being shown in 

assets on hand, following the winding up 
of many estates throughout the year. 

Industrial Mortgage & Trust Co., 

Sarnia 


The value of the assets of estates, 
trusts and agencies entrusted to our care 
as new business exceeded $208,000,000. 
To service this growing volume of busi- 
ness, our Personal Trust and Investment 
Departments have been extended and 
strengthened . .. We are in the process 
of installing an electronic computer... 
Our policy of expansion continues... 
New offices were opened in Ottawa and 
Sudbury, another office in Toronto, and 
arrangements have been completed for 
the opening of an office in London. 

Montreal Trust Co., Montreal 


Continuing our programme of estab- 
lishing branches in suburban areas, we 
opened three new offices in Toronto dur- 
ing the year. These branches, together 
with those opened previously in Mont- 
real, Hamilton, and Toronto, have pro- 
duced substantial business for the vari- 
ous departments of the Company... 

National Trust Co., Ltd., Toronto 
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Since occupying our new Head Office 
our services are being used more ex- 
tensively . . . Estates, Trusts and Agen- 
cies account shows a net gain of more 
than $3% million... 

Nova Scotia Trust Co., Halifax 


A net increase of $96,000,000 in Es- 
tates, Trusts and Agencies .. . Steady 
and solid growth in volume in almost 
every segment of the Company’s mani- 
fold activities .. . The directors author- 
ized conversion of the Agency office in 
Port Arthur into the new Lakehead 
Branch with complete Branch facilities 

An agency office was opened in 
Trois-Rivieres ... For over half a cen- 
tury the bulk of the trust business in 
Canada has been developed by a number 
of Trust Companies, each owned and 
operated by its own group of share- 
holders. From time to time, mergers 
have taken place, but in general the 
companies have maintained their inde- 
pendence . . . Developments in the re- 
cent past changed this pattern signifi- 
cantly. The shares of certain Trust Com- 
panies were bid up sharply to levels that 
seem to bear little or no relationship to 
the accustomed bases of valuing actual 
or prospective earnings ... The Trust 
Company business in Canada is distinc- 
tive in that, while individuals may be 
named to act as executor or trustee, the 
only corporations or companies empow- 
ered to accept and carry out such fidu- 
ciary appointments in Canada are the 
Trust Companies ...A Canadian Trust 
Company has therefore a very special 
responsibility to its clients The 
Royal Trust Company has been built 
on this responsibility concept . . . The 
shares are not listed or publicly traded 
in; they are held by a relatively small 


“group of shareholders, virtually all of 


them clients . . . There is no place in 


_ our ownership picture, as we see it, for 


speculation — there is definitely a place 
for shareholder-clients who believe with 
us in the continuing steady and solid 
growth of the Company and desire to in- 
vest in it on a long term basis. 

Royal Trust Co., Montreal 


There are no accounts, no matter how 
small, which do not deserve the full at- 
tention of the Company in which the 
clients have placed their confidence, for 
it is neither easier nor more difficult to 
administer a small account than a siz- 
able estate. Each deserves and receives 
the same concern... 

It is not without cause that such con- 
fidence has been placed in us, for it is 
becoming ever more difficult for the 
individual to administer his savings in 
a capricious economy and under laws 
the complexity of which is devastating to 
the uninitiated... 

We hope for a revision of the regula- 
tions of the provincial civil code relative 
to the investments permitted for accounts 
administered in behalf of others by trust 
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companies which have proven their com- 
petence and for a number of years have 
earned the confidence of those who have 
turned to them for assistance, whether 
during their life or after death... 

While awaiting such a revision of the 
law, we believe we cannot do better 
for the interests of our clients than by 
recommending that they do not impose 
too rigid limitations on investment when 
they authorize us to manage their sav- 
ings and their inheritance... 

We ought to have faith in the future 
of our province and our country, and our 
fellow citizens ought to take an increas- 
ing part in its development. There is a 
place for our savings in the growth of 
our country and it is an increasing one 
which will be taken up by others if we 
do not concern ourselves about it. We 
have no criticism of foreigners, especial- 
ly Americans, who have an almost un- 
limited faith in the future of our 
(Continued on page 492) 





Growth of assets under administration at 
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On the moon ...and under it 


Sometime soon a man will thrust to the vast regions of outer 
space in an effort to reach the moon. 

On the day of the moon-shot certain other things will also 
happen. A woman will telephone her grocer. A man will 
sail a boat. A boy will play a trumpet. 

Anaconda takes part in both worlds. For example, we 
manufacture radar and special communications cables, nu- 
clear redctor cables and guided missile cables. They are 
made to exceedingly rigid specifications and close tolerances. 
They are dependable. 

Anaconda also makes telephone wires and cables—the 
kind you'll find in your own local phone system. We develop 
and produce strong, rustproof marine.metals for boat screws, 
fittings and fastenings. Many fine trumpets play better be- 
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cause their bells and tone chambers are electroformed with 
our “Plus-4”® Phosphorized Copper Anodes. Through these 
products as well as through constant development of new 
copper sources, Anaconda keeps pace with today’s needs— 
big or little. 

We like to think that our spaceman will land safely on 
the surface of the moon. But we’re not forgetting that people 
will continue to live and work in their accustomed ways— 
under the light of that same moon. Anaconda will be there. 
On the moon .. . and under it. 
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UITY CHANGES IN COMMON TRUST FUNDS 


OM\MON STOCKS OF 313 COMPANIES additions to the overall list of Common trustee buying range. In addition, some 
ae ‘newly purchased and those of Trust Fund holdings as of the end of Funds may test one stock in a certain 
123 were completely sold out by one or 1960 (T&E April p. 318). These are line of business against another, and 
more of the 277 Common Trust Funds designated by an asterisk in the accom- later eliminate one of them, even though 
that reported to TRUsTs AND Estates for  panying listing. On the other hand, 9 of in general it may qualify as a good 
the quarter ending March 31. These the companies whose stock were sold out purchase for a stable investment pro- 
compare with respective totals of 216 thereby disappear from the list. gram. Purchases, too, reflect the action 
companies newly purchased, 102 com- There are many reasons for sell-outs of Funds of recent origin as well as new 
panies completely sold out, and 266 from these Funds, such as reducing the investment choices for those of long 
Funds reporting for the previous quar- proportion of money invested in a cer- standing. 
ter (see T&E Feb. p. 113). tain type of industry, the balance be- Bearing these facts in mind, the fol- 

Of the companies whose stock was tween stocks and bonds, or the possibili- lowing list will be informative for the 
newly purchased in the quarter 34 are ties of a stock pricing itself out of the trust investment reader. 























“N” and “S” columns refer to number of Funds, reporting this quarter, that newly purchased or sold out that stock. ““H’’ column represents total number 
of Funds now holding that stock according to latest reports; i.e. 1960 year-end figure (T&E, April 1961, p. 318) adjusted for subsequently reported changes, 
asterisk denoting new additions. As not all Funds report quarterly changes to T&E, the “H’’ column figures are necessarily incomplete. 





























































































































Drucs, Foops, Tosacco NS H . NS H NS H 
Bank of New York -__.-_.....-... 1 2 Anchor Hocking Glass —_.. 1 7 *Leeds & Northrup — 1 1 
N S H gBankers Trust _......_-._. 3 40 Armstrong Cork —........... 1 2 55 #£Libbey-Owens-Ford Glass _. 4 46 
Abbott Laboratories - 3 24 Beneficial Finance 3 13 Babcock & Wilcox —.. : 2D Ble ee. 1 1 18 
Allied Mills -................ 1 2 Chase Manhattan Bank __... 1 73 *Bell & Howell __ Ces | 1 *Lockheed Aircraft 1 1 
Amer. Bakeries - . 2 3 Chemical Bank N.Y. Trust — 2 35 Bendix —.... «<<: 1 i 24 Lone Star Coment 1 23 
Amer. Chicle - —— @ 28 C11. Financial 1 Ta 1 4 Longview Fibre —....... 1 3 
Amer. Home Products fen 74 ©. & S. Nat. Bk., Savannah 1 SE ite acre 2 2 23 Marquette Cement 2 4 
Amer. Tobacco 4 1 66 *City N. B. & Tr., Chicago — 1 1 Carrier 22 WE con | 6 
Archer-Daniels-Midland -_.-. 1 2 Conn. Gen. Life Ins. _.......... 1 7 Caterpillar Tractor 1 64 Minn. -Honey well Reg. 2 64 
Beatrice Foods — a 16 Continental Casualty 1 1) Ge oe 1 2 Monsanto Chemical —.............. 2 53 
——— 1 48 Cont. Ill. Nat. Bk. & Tr. _. 2 34 Champion Paper & Fibre ... 2 5 Moore _... | 3 
Bristol-Myers — = 7 Continental Insurance 2104 Cincinnati Milling Mach. —.— 1 2 Nat. Cash Register tes 5 2 66 
Campbell Soup ——____ 1 22 Fireman’s Fund Ins. —........... 3 2 Clvitte ........... eae 3 No. Amer. Aviation _........ 2 9 
ween COM 4 24 Firstamerica 2 27 Combustion Engineering a 2 Mo; Amer. Car... 1 3 
Colgate-Palmolive _. -. 6 1 20 First Nat. Bk., Dallas... 1 . Cee... 1 22 Olin Mathieson 1 6 
*Consolidated Foods a a 1 First Nat. City Bk., N.Y. —. 3 139 Continental Can —... .- 2 1 90 Otis Elevator eS. 40 
Continental Baking —.-.... 1 4 Franklin Life Ins. _............ 2 3 Corning Glass Works - aoe 39° Owens-Illinois Glass re 82 
Corn Products —.____.._. 1 1 90 General American _. 1 2 Crown Zellerbach -................ 1 2 81 Philips Gloeilampen _........ 5 16 
*Duffy-Mott —...... a 1 *General Finance _..... ee 1 Deere 1 28 Pitney-Bowes oe 8 
General Foods -... _- 1 137 Great American Ins. - 1 15 Diamond National 6 Pittsburgh Plate Glass ___... 3 8 48 
General Mills 1 29 Home Ins. -...........------- 1 24 *Diebol 1 Polaroid - eco 6 
Great Western Sugar -........- 1 4 Household Finance 1 11 Douglas Aircraft —. 1 0 Radio Corp. ‘of Amer. ____ 3 27 
Horn & Hardart .............-....-- 1 0 {Insurance Co. of N. Amer. . 2 80 Dow Chemical —.. 2 86 Reliance Elec. & Eng. —.... 1 3 
Jewel Tea 1 17 *Interstate Life & Accid. Ins. 1 1 Dresser Industries 4,  ix_eEseeanreee | 1 
Kellogg mae | 7 *Kansas City Life Ins. __. ey | 1 du Pont pi See eee os 2 4 
*Knudsen Creamery -...-.....-.---- 1 1 Lincoln Nat. Life Ins. _. 1 1 6& SEaestman Kodak — 1109 St. Regis Paper 2 16 
*Lehn & Fink __._.......- 1 1 Manufacturers Trust, N. Y..1 12 Eaton Mig. ———— BR, ee. “I 3 56 
Liggett & Myers 1 11 Marine Midland Corp. —_... 1 18 Endicott Johnson een 1 0 Simplicity Pattern 2 4 
McKesson & Robbins -.......... 2 2 16 Maryland Casualty 1 1 8 *£Ennis Business Forms —....... 1 <a pee 1 3 
eee pe 81 Morgan Guaranty Trust —... 3 79 Firestone Tire & Rubber -.... 5 52 *Sonoco Products — 1 1 
Miles Laboratories --...........- 1 2 Nat. Bk. of Detroit a 13. Flintkote ~ 2 6 Spencer Chemical _... 2s 
National Biscuit -..........-- 2 69 *No. Carolina Nat. Bk. 1 i Potetmianal —_§...._.___._ [i t& haw .................... 38 5 21 
National Dairy Products -.... 4 166 ~Ploenie Ins. 1 , Dae... 7 2 62 Stanley Works 1 1 
Norwich Pharmacal -_..-.-....--. 2 11 Pittsburgh Nat. Bk. - — | 4 Gen. Amer. Transportation 1 50 Stauffer Chemical - 1 1 15 
Pathe, Davis 4 1 49 *Prudent Investors — 1 1 *General Cable —..___. ; 1 Sunbeam eet 1 4 
ith Pepsi Cola 2 1 9 Republic Nat. Bk., Dallas —.. 1 5 General Electric —.......... 6 5 259 Texas Gulf Sulphur ates coaies 1 5 
1 SN er arene 1 36 St. Paul Fire & Marine Ins. 1 7 General Motors —................ 6 4 257 Thatcher Glass 1 Oo 
ese Philip Morris - -2 1 7  Security-1st Nat. Bk., L.A. — 3 21 General Portland Cement —. 2 20 Thompson Ramo-Wooldridge 1 18 
Pusbury 2 10 Southwestern Life Ins. —.... 1 2 Georgia-Pacific —. —............. 1 2 Torrington SCS Nett 3 
ew Procter & Gamble -......- 3 53 *State St. Bk. & Trust —_... : 1 Gibson Greeting Cards —.... We Ses eee. eee 1 6 
— *Rexall Drug & Chem. -.. 1 1 Transamerica —— 2 1 26 = Gillette 2 2 21 Union Bag-Camp Paper es. oh ae 
R. J. Reynolds Tobacco -......2 1 60 Travelers Ins. —..... -...-.....-.-...- a a | eee 1 8 Union Carbide —.. _..... 1 2 268 
Schenley Industries -_.............. 1 O- U.S. Fidelity & Guaranty —.. 2 22 2B. F. Goodrich... _.._..-... 4 1 70 United Aircraft ~ a= = 
on | 1 1 9 Y.S. Nat. Bk., Portland _.. 1 4 Goodyear Tire & Rubber _—_.. 4 2 79 U.S. Gypsum 2 i 
RS eee 1 7 *Wachovia Bank & Trust —.. pA : eee 1 ae eee 1 9 
ple Smith, Kline & French -...... 11 Wells Fargo-Bk.-Amer. Tr. 4 12 Hart, Schaffner & Marx -.... 1 2 Universal Match _. | 3 
Standard Brands ........... si 18 Hercules Powder ____....-- 1 41 Westinghouse Elec. _. .- 4+ 2 ie 
ae Sterling Drugs .............------ 55 INDUSTRIAL Ea = 4 Weyerhaeuser _........... 2 11 
re. Sunshine Biscuit —-.-----.-. 13° Addressograph-Multigraph _ 2 2 82 Hooker Chemical — 1 20 Taee seen. BS 
eS. eee R. Air Reduction _...........----------- 2 1 36. Ingersoll-Rand _..... ...... $2 Dw eee... 8 7 
Upjohn ae eee 2 87 International Bus. Mach. —. 5 114 . 
BA F Allis-Chalmers —.-......--.--- — 1 12. International Harvester _. 6 3 82 MERCHANDISING & 
INANCIAL & INSURANCE poe a int. Min. & Chen. _____. 1 3 MISCELLANEOUS 

Acine fate Ene. a. 2 12 Amer. Cyanamid -. International Paper -.........2 2 107 Allied Stores 0. 1 2 
Amer. Ins. 1 8 Amer. Marietta I.T.E. Circuit Breaker - _—. (ae en 1 1 
Associates Investment _........ 1 12 Amer. Optical —.___..... Johns-Manville -.. 92 Columbia Broadcasting ? 2 8 
Bank of America ____.....--.---- 4 30 Amer. Potash & Chem. -...... 1 4 Kimberly-Clark 51 *Columbia Production Sys. _.. 1 1 
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Federated Dept. Stores —__.. 4 68 -Haltbarten —..._._. = 2 18 Boston Edison - ....---- 2 1 22 Oklahoma Gas & Elec. _. 2 
First National Stores ___._ i 38 2 bee oe 1 64 *California Water & Tel. 1 1 Oklahoma Nat. Gas __. 2 
Food Fair Stores _.................. 1 4 International Nickel __..... 4 35 Central Illinois Lt. _.. ..... 1 10 Pacific Lighting — 2 
*Ginn | 1 *Jones & Laughlin Steel ___. 1 1 Central Illinois Pub. Serv. — 1 15 Pacific Tel. & Tel. 1 
ae | 2 16 Kennecott Copper —._............. 2 4120 Central & Southwest —.. 1 66 Peoples Gas Light & Coke 1 
Great Atlantic & Pac. Tea ._ 2 1 6 Kern County Land _ 1 1 Cincinnati Gas & Elec. 2 47 Philadelphia Electric __. 2 
Holt, Rinehart & Winston _.. 2 3 Louisiana Land & Explor. — 2 14 Cleveland Elec. Illum. -.......... 1 55 Portland Gen. Elec. ___. 1 
ee 1 9 Minn. Mining & Mfg. __. ia 42 Commonwealth Edison -_..... 1 84 Potomac Elec. Pwr.  __. 3 
Kroger _. ; 3 43 National Lead 2 102 Consolidated Edison _-......... 1 1 52 Public Service Elec. & Gas _ 3 
Lerner Stores —.________._. 1 0 National Steel 1 43 Consolidated Nat. Gas. - =e 58 Public Service—Indiana 1 
i ene 1 3 Newmont Mining — 1 6 Consumers Pwr. —....... . 2 1 81 Public Service—New Mexico 1 
Marshall Field __.-.................. 1 5 Ohio Oil _ 3 41 Detroit Edison —......._..... 1 18 Puget Sound Pwr. & Lt. 
May Dept. Stores -____. . 3 2 52 Peabody Coal 1 2 Duquesne Lt. _. . 2 1 63 *San Jose Water _.......... 1 
Montgomery Ward - 2 44 4=Phelps Dodge 1 40 *El Paso Elec. —_. ees Te 2 South Carolina El. & Gas 1 
eG, NN attics 1 10° Phillips Petroleum _...... 4 161 El Paso Nat. Gas .- 2 3 15 So. California Edison _. 2 
eee I oe 148 + Pure Oil 1 18 Bewtebie Gas —.—.......... 2 1% Southern Co... 4 
Red Owl Stores -_. 2 Bees Gee 1 1 20 Wierida Pwr. @1i. —-.. 2 1 23 So. Natural Gas -....... me 1 
Safeway Stores — 41 Royal Dutch Petroleum __.. 1 17 General Public Utilities 2 48 Southwestern Pub. Serv. 1 
Sears, Roebuck 174 Shell Oil 2 1 56 £4General Tel. & Electronics ._1 1 41 #£Texas Utilities 1 
“U5. Bervateris 1 S eee oe 2 2 45 $=Hawaiian Electric —__-.......... 1 t wee eee 
*Vons Grocery -..........-- ae 1 Socony Mobil Oil --..._.. 1 179 Houston Ltng. & Pwr. —........ 1 37 Utah Power & Lt. 2 
*Western Publishing - a 1 Standard Oil—California _.. 2 127 Idaho Power _... oe 1 18 Virginia Elec. & Pwr. _ 1 
Winn-Dixie Stores —_._____ 2 5 Standard Oil—Indiana 2 99 Illinois Power —___-.. a 45 T - ; 
F. W. Woolworth —— 1 380 Standard Oil—New Jersey _ 1 5 249 International Tel. & Tel... 1 6 RANSPORTATION 
P M Sunray Mid-Continent Oil _.. 1 11 Iowa Pwr. & Lt. . ae succes ie 10 Atch. Top. & Santa Fe 1 
ETROLEUM, INING Texaco —___.__. ees 5 103 Kansas City Pwr. & Lt. _...... 2 9 Chesapeake & Ohio __... - 1 
& METALS Union Oil—California ______. 1 . Dene eee Ges UK... 4 26 Denver & Rio Grande ___. 1 
Aluminium, Ltd. _--.---.. 1 ee Ra 5 4165 Louis. Gas & Elec. _............. 1 9 Great Northern _ 1 
Aluminum Co. of Amer. _1 3 70 Youngstown Sheet & Tube . 2 11 Middle South Utilities —_.. 2 57 Norfolk & Western ____. 2 
Amer. Metal Climax ___. 2 5 P U Minneapolis Gas ___..-.. 1 2 Northern Pacifie —._. : 1 
Amer. Smelt. & Refin. 2 20 UBLIC UTILITIES Miss. River Fuel __. wt 5 Southern Pacific Rwy. 2 
Armco Steel __-...................1 1 51 Allegheny Pwr. Sys. —.......... 2 18 Montana-Dakota Utilities _.. 1 4 Seuthern Evy. 1 
Bethlehem Steel _.._._-- 2 6 84 Amer. Elec. Pwr. _.... 106 *Mountain Fuel Supply =<: 2 Tennessee Gas Trans. _... 1 
Bridgeport Brass _.. 5 i 0 Amer. Hat: Gas 45 Niagara Mohawk Pwr. __...... 1 56 Union Paciiie —.—...... 6 
Chee perwies. 2 . Bino?. te. 5 Te. —...... 1 2 235 =Northern Nat. Gas _ _2 34 *Western Fruit Express _ 1 
Gulf Oil _ 2 1 86 #£=Arkansas-Louisiana Gas _ — 1 8 Northern States Pwr. 2 ss “Waters E.R... 1 
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Southern California 
Edison Company 


DIVIDENDS 
The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK: 
4.08% SERIES 
Dividend No. 45 
25/2 cents per share; 
4.24% SERIES 
Dividend No. 22 
26/2 cents per share; 
4.7849 SERIES-* 
Dividend No. 14 
297/, cents per share; 
4.88% SERIES 
Dividend No. 54 
3012 cents per share. 





The above dividends are pay- 
able May 31, 1961, to stock- 
holders of record May 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, May 31. 


Bes 
ES 
es 


P. C. HALE, Treasurer 


April 20, 1961 



















GARDNER 
DENVER 


108th CONSECUTIVE 
DIVIDEND 


ON COMMON STOCK 


A quarterly dividend of $.50 
per share on the common 
stock of Gardner-Denver 
Company has been declared 
by the Board of Directors of 
the company, payable June 
1, 1961, to stockholders of rec- 
ord at the close of business 
on May 10, 1961. 


Quincy, Illinois 


O. C. Knapheide, Jr. 
April 13, 1961 


Secretary J 











Uniteo States Lines 


Cc OMPANY 

Common 
Stock 

DIVIDEND 





The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable June 9, 1961, 
to holders of Common Stock of record 
May 19, 1961. 

THOMAS R. CAMPBELL, Secretary 
One Broadway, New York 4, N. Y. 

















AMERICAN ELECTRIC 


POWER COMPANY, Ine. 
nr 





205th Consecutive Cash Dividend 
on Common Stock 


oo nema eeledtton- 
seven cents (47c) per share on the 
Common Capital Stock of the Company, 
issued and outstanding in the hands of 
the public, has been declared payable 
June 10, 1961, to the holders of record 
at the close of business May 10, 1961. 

W. J. ROSE, Secretary 
April 26, 1961. 





























DIVIDEND 


NO. 55 19, 1961. 








TENNESSEE GAS 
TRANSMISSION COMPANY 


HOUSTON, TEXAS 


The Board of Directors has declared a 
quarterly dividend of 28¢ per share on 
the Common Stock, payable June 13, 
1961, to stockholders of record on May 





J. E. IVINS, Secretary 
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w.R. GRACE 


Earnings for 1960 of $16.2 million were 
slightly below 1959. However, chemical 
profits were up 11%, the third consecutive 
year of higher chemical sales and earnings. 
Chemicals accounted for over 75% of pre- 
tax operating earnings. This improvement 
reflects the new products resulting from re- 
search as well as the increased capacity and 
eficiency generated by the $100 million ex- 
pansion in chemical facilities over the past 
five years. 

In the growing packaging field, Cryovac 
bags and films as well as a wide range of 
sealing compounds give Grace an important 
world-wide position. In plastics, the capacity 
of our polyethylene plant is being increased 
and sales continue to rise sharply. Cosden 
Petroleum Corporation, 53%-owned sub- 
sidiary, has also expanded in chemicals. 
The demand for agricultural chemicals has 
also risen. 


Earnings increased from our diversified 
Latin American business. However, difficult 
conditions continued in the shipping indus- 
try and Grace Line operated at a loss for 
the first time since 1932. We expect im- 
provement in this situation. 


In our Libyan petroleum operations, in 
which we are associated with Standard Oil 
Company (New Jersey), and Texas Gulf 
Producing Company, two successful wells 
in an entirely new area were brought in 


during 1960. 





For a copy of the Company’s 1960 Annual Report, 
write to the Public Relations Department, 
3 Hanover Square, New York 4, N. Y. 


w:Rr. GRACE «co. 


Executive Offices: 7 Hanover Square, New York 5, N. Y. 


May 1961 
















chemical sales 
and earnings 


Highlights of the Year’s Operations 


Year Ended December 31 


Sales and Operating Revenues............cccesessese0e 
Net Income After Taxes.........cccccssssscssssssssessess 
Per Share of Common Stock ..eecscssss00000s 

Cash Dividends Paid: 
A RC aE 
RONAN IN oss ick do csisisisbcauSespsisieaie 
Pr SRATE — GE TUR] Off vscccscvscsecsarcncesesscees 
Stock Dividend Paid on Common..............00000 
let Woarriciengs Corral nn sesccecnsecacesnssnnensaees 
iia scccctasninsiiadigasanoeanaiaion 
Oe 
Stockholders’ Equity per Common Share........ 
Number of Common Shares Outstanding........ 
Number of Common Stockholders........:..:sssss 
Number of Employees 





1960 


$552,870,918 
$ 16,220,381 
$ 3.22 


$ 928,664 
$ 7,579,657 
$ 1.60 
2% 
$133,052,482 
2.3 to 1 
$275,331,819 
$ 49.28 
4,874,816 
31,306 
40,600 


1959 


—— 


$476,789,610 
$ 16,466,440 
$ 3.35 


$ 928,664 
$ 7,343,155 
$ 1.60 
2% 
$138,135,774 
2.5 tol 
$232,735,277 
$ 48.89 
4,771,540 
30,052 
41,000 


































































































































































































































































































CANADA NEEDS DOMESTIC 
Risk CAPITAL 


During the last fifteen months the 
Canadian economy has been struggling 
against a combination of adverse cir- 
cumstances roughly comparable to those 
affecting business in the United States. 
In fact, it is perhaps more accurate to 
say that recessionary forces were even 
more pronounced in the Dominion dur- 
ing this period but, regardless of de- 
gree, the all-important profit column on 
both sides of the border presented less 
than pleasant reading, while growing 
unemployment plagued both the individ- 
uals thus displaced and responsible off- 
cials in Ottawa and Washington. 

An appraisal elsewhere in this issue 
of the present state of the Canadian 
economy and the equity markets pre- 
cludes their discussion in this column 
but it seems appropriate, in view of 
the long-standing close and friendly re- 
lations between the countries, to note 
some recent comments by two prominent 
executives. 

Apprehension over growing outside 
domination of Canadian natural re- 
sources and industry has been much in 
the public eye in recent years. To the 
credit of Prime Minister Diefenbaker 
and other policy makers, however, no 
radically restrictive or punitive meas- 
ures against foreign capital inflow were 
adopted, even when sentiment ran high- 
est. To the extent that excessive reli- 
ance on foreign capital reflected pres- 
sures toward economic overexpansion 
and tended to handicap Canadian ex- 
ports because of the currency premium, 
this factor may have contributed to 
imbalance and have thus _ influenced 
latest tax revisions in the “baby budget” 
aimed at encouraging private domestic 
investment in Canada over the longer 
term. 

Before the annual meeting of The 
Royal Bank of Canada early this year, 
President W. Earle McLaughlin ex- 
pressed a strong dissent to the wide- 
spread impression that the volume of 
United States investment in the Domin- 
ion is a threat to its economic independ- 
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ence. In his opinion, foreign capital 
over the years has made an immense 
contribution to the country’s growth and 
the solution is not to hobble it or fright- 
en it away but to encourage Canadian 
savings, and especially investment in the 
kind of risk enterprises now largely de- 
pendent upon foreign capital. 


To those who fear accumulation of a 
net international indebtedness of some 
$17 billion, he cited the fact that at 
least two thirds of this figure represents 
direct investment of United States cor- 
porations in their Canadian subsidiaries 
and is, consequently, permanent invest- 
ment. The not inconsiderable balance of 
$5-$6 billion of actual obligations, as- 
serted Mr. McLaughlin, need present no 
problem so long as a free exchange rate 
is allowed to equate demand and supply 
of funds. As to conduct of foreign- 
owned entities, he recommended that 
the Dominion secure compliance with 
desired norms, if necessary, either 
through moral suasion or legislation. 

There likewise seems to be a grow- 
ing realization in both countries that our 
destinies as leaders of the Free World 
are indissolubly linked in both the polit- 
ical and economic spheres, although with 
full maintenance of sovereignty. Neil 
McElroy, former Secretary of Defense 
under President Eisenhower and now 
chairman of the board of Procter and 
Gamble, only a few months ago told 
the Toronto Board of Trade that the 
close liaison of the two partners in 
the Air Defense Command is an instance 
of unique cooperation. Citing the trade 
success achieved in Europe, he also 
broached tentatively the possibility of 
establishing the North American Com- 
mon Market with a population of some 
two hundred million. Lastly, despite cur- 
rent uncertainties, he foresaw the need 
for further large capital investment to 
expand Canadian production to meet 
growth requirements. Canada cannot 
generate all of this internally, he said, 
but her capital sources should be en- 
couraged to provide as much as pos- 
sible. 


Canadian investors, both individual 


and institutional, have tended until com. 
paratively recent years to favor fixed. 
income media as the backbone of jp. 
vestment portfolios. As in the United 
States, tax provisions favor debt ys, 
equity financing and, consequently, gen. 
eration of internal funds has been the 
chief corporate capital source for ex. 
pansion of facilities. Estimated corpo. 
rate demands upon the securities mar. 
kets for new money in 1959 are said to 
have represented only about 20% of 
expenditures, with only 7% of the total 
in new equity issues. Financial leaders 
have stressed the need for broadening 
investment opportunities to Canadians 
in ownership of wholly-owned or con. 
trolled subsidiaries of United States 
corporations, as well as for a more 
stockholder-conscious attitude on_ the 
part of home-owned businesses. How- 
ever, while improving, many Canadian 
corporations still fail to encourage 
shareholding by full reporting of activi- 
ties to the degree to which the United 
States stockholder is accustomed. 

The institutional investing sector in 
the Dominion has evidenced more con- 
servatism than in the United States but 
it is displaying willingness to increase 
equity holdings when the state of busi- 
ness makes it attractive. Domestic mut- 
ual funds represent a much less signifi. 
cant buying power than in the United 
States, while corporate pension funds 
are estimated to have only about 10% 
of total assets in common stocks, com- 
pared with 40%-50% in this country. 
Approximately 75% of Canadian em- 
ployee retirement funds are of the con- 
tributory type due to the fact that em- 
ployee contributions are deductible 
from income tax and this consideration 
probably influences a relatively cauti- 
ous investment policy. Likewise, while 
Canadian insurance companies may now 
invest up to 15% of assets in equities, 
with prospects of more liberalization to 
come, life companies show only about 
2% of total assets in this category, vs. 
some 4°% in the United States. 

In the important area of personal 
trust investment, the Dominion trust 
companies have been including common 
stocks wherever possible to do so under 
terms of the will or trust document, in- 
asmuch as equities are not authorized 
by any of the provincial investment 
codes. While statistics on overall dollar 
holdings are unavailable, it is certain 
that trust investment officers look upon 
these media, when carefully selected, as 
a more or less permanent portion of the 
investment portfolio and that common 
stocks are becoming increasingly recog: 
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nized as a means of participation in fu- 
ture growth of the Canadian economy. 


TrustEED PENSION FUNDS 
ACCELERATE RIsE 


Contiiuing the ten year trend, trus- 
teed corporate pension funds in the 
United States rose by $3.4 billion in 
book value during 1960, a shade above 
the 195” increase of $3.2 billion and 
$2.8 billion in 1958. These figures were 
compiled by the Securities and Ex- 
change Commission in its annual study 
of the non-insured pension field, which 
excludes monies under administration 
by insurance companies, unions and 
non-profit organizations. It includes, 
however. deferred profit-sharing plans 
but not health, welfare and bonus plans. 


The total book of $28.7 billion at the 
end of 1960 had a market value of $32.2 
billion, compared with the respective 
year-earlier figures of $25.3 billion and 
$28.2 billion. Composition of the port- 
folio holdings, at market value, was un- 
changed from 1959, with bonds repre- 
senting 41° and common stocks 44%, 
although buying of corporate bonds in- 
creased during 1960. United States gov- 
ernment holdings were slightly below 
the previous year, while mortgages of 
$750 million rose by $180 million. In 
the item of cash and other assets, real 
estate and leaseback transactions in- 
creased their percentage by an unspeci- 
fed amount, another example of the 
growing versatility of professional in- 
vestment managers. 


As noted in the report for 1959, the 
first year in which common stocks held 
exceeded bonds in market valuation, the 
same relationship obtained at the end 
of 1960, with equities at $15 billion vs. 
bonds worth approximately $13.2 bil- 
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lion. Common stocks purchased in 1960 
came to $2.3 billion, with sales of $600 
million, leaving a net increase of $1.7 
billion in this category. 

It is noteworthy that some $2 billion 
of “own company” stock was included 
in the $14 billion total of stocks held 
at the year-end, practically unchanged 
from the 1959 percentage of 14%. The 
ratio of market to book values of com- 
mon stocks was 147.4%, down from 
the 1959 figure of 158.8%, while both 
the Government sector and corporate 
bonds showed an improvement due to 
the market rise from 1959’s depressed 
levels. 


The report also points out the impact 
of this source of new capital upon the 
security markets by stating that the 
funds have, during the past two years, 
bought more stock than any other in- 
vesting group, with 1960 net purchases 
equivalent to 52% of net new equity 
issued, vs. 38% in 1959. Bonds pur- 
chased of $1.4 billion were $300 million 
above 1959 totals and came to 23% of 
net new bonds issued. 

The overall average rate of return 
on pension funds of all industries in 
1960 was 3.64%, a slight betterment of 
the 3.6% of 1959. This figure represents 
income from dividends, interest and 
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Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 
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rent, divided by the average of total 
market value of assets at the beginning 
and end of year, less one-half investment 
income. 


CrEF REPORTS ON ITS 
VARIABLE ANNUITIES 


The College Retirement Equities 
Fund’s highly successful record of in- 
vestment in common stocks with favor- 





INDUSTRIES, INCORPORATED 


Common Dividend No. 166 


A dividend of 6212¢ per 
share on the common 
stock of this Corporation 
has been declared pay- 
able June 15, 1961, to 
stockholders of record at 
close of business May 
26, 1961. 


C. ALLAN FEE, 
Vice President and Secretary 
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able growth prospects over the past nine 
years qualifies its annual report as re- 
quired reading for students of institu- 
tional investment policies. To those un- 
familiar with its operations, this organ- 
ization was established in 1952 to work 
with the Teachers Insurance and An- 
nuity Association, an outgrowth of the 
Carnegie Foundation for the Advance- 
ment of Teaching, and its function is 
to provide not in excess of 50% in 
variable annuities of the total insur- 
ance protection which educators may 
elect to take under their insurance pro- 
gram with the combined companies. The 
number of insured individuals has risen 
during this period to almost 73,000 from 
7,302. 

CREF’s net assets at the end of 1960 
totalled over $161 million, with all but 
minor miscellaneous items invested in 
2,457,840 shares of common. stock 
spread over 74 companies, which break 
down into 14 categories, plus “miscel- 
laneous.”” Not surprisingly, public utili- 
ties lead the way with 20.7% of total 
investment, followed by oils at 12% and 
chemicals at 10.8%. All other catego- 
ries, except the 10% for miscellaneous, 
are in single figures and in this order: 
office equipment; electrical equipment; 
paper and publishing; building; steel; 
foods; drugs; non-ferrous metals; tire 
and rubber and photographic equipment 
in a dead heat; and General Motors as 
the sole motor representative. 


Long-term investment policy dictates 
portfolio changes due only to basic 
changes in industry conditions or com- 
pany status. New commitments during 
1960 were: Duke Power; Holt, Rinehart 
& Winston; International Nickel; Kel- 
logg Co.; Litton Industries; Owens- 
Corning Fiberglas; Polaroid; Reynolds 
Metals; Smith Kline & French; Texas 
Instruments; Upjohn; Varian Associ- 
ates; and S. D. Warren Co. Eliminated 
were Crown Zellerbach; International 
Paper; Lehigh Portland Cement; and 
Libbey-Owens-Ford Glass. 





Stocks FoR BritisH TRUSTEES 


Liberalization of trustee investment 
powers has not been limited to the 
United States although this country has 
been in the forefront of the swing to- 
ward equity investment and away from 
restrictive fixed-income media. In Great 
Britain, likewise, the former bulwark of 
conservatism has now yielded to the 
force of basic considerations by passage 
of the Trustee Investment Act, soon to 
become effective. In this connection, 
these comments from the annual report 
to shareholders of the Manchester insti. 
tution, Williams Deacon’s Bank Limited, 
pinpoint the harsh realities: 


“In a few months the Trustee Invest- 
ment Act will come into force. It permits 
trustees to invest up to half the trust 
funds in equites with certain safeguards, 
The fraction chosen in the Act may 
seem about right but who is to say that 
it is — the index number of ordinary 
shares has risen by 162% in the last ten 
years whereas the index of long term 
gilt edged has fallen from 122 to 82. 
Those whose grandparents provided for 
them by buying 24%% Consols in 1901 
now have a stock with a capital value 
of £47 for each £100 set up and this is 
in depreciated pounds, which makes the 
comparable value only about £10. In 
other words, practically the whole of the 
investment has been lost. This is largely 
the result of two wars, but even in the 
last ten years the value in real terms 
has gone down by 59%. 


“When the Act comes into force it is 
estimated that those in charge of some 
hundreds of millions of pounds of fixed 
interest stocks, mostly government and 
local authority issues, will want to sell a 
substantial part of these and buy ordi- 
nary shares. This is bound to have a 
somewhat depressing effect on the mar- 
ket, particularly for long dated stocks, 
and even more so is the fact that future 
trustees will, as things are at present, 
only want to have the minimum pre- 
scribed by law in gilt edged _ stocks. 
Most — if not all — of the gilt has gone 
off government stocks and the govern- 
ment is committed to a policy of full 
employment, which almost inevitably ac- 
centuates the problem for them. Full 


(Continued on page 479) 
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65 cents per share 
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Payable: June 13, 1961 
Record Date: May 19, 1961 
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.| The West rockets ahead with 
he 
as 
more and more energy 
m 
at 
; from natural gas 
ge ; 
be © Growth and expansion continue to be the two 
ie big activities in the West—both for the people 
st}. who live and work and play in this booming 
ed. region, and for El Paso Natural Gas Company 
PULATION which supplies natural gas to so many of them 
de -UP 15.5% for so many purposes. 
ie ¥ Much of the story in detail is in the Com- 
ust /)] pany’s Annual Report for 1960, just out. 
we Lees ———. The growth part of the story for El Paso, in 
a a sentence: 
ary In 1960, El Paso furnished customers in 11 
ten ‘ Western states more than 114 trillion cubic feet 
- ay deateaens oa of gas—an all-time record and over four times 
for as much as was delivered just a decade ago. 
1901 The growth story in the 11 states is a climb 
“es in population to a total of 35,718,636 (1960 
the census), up 33.9 per cent in the past 10 years 
In \ or a d still rocketin 
UP 31.6% and s g. 
ne a As for expansion — 
- the Demand for El] Paso’s services and products 
erms by long-time customers keeps increasing as 
i families and communities and businesses grow. 
ne Then add the millions of new people, more new 
fixed businesses and all their needs. Add, too, the 
and ever-increasing realization by everyone of the 
= economy and conveniences of gas as a source 
ong of dependable energy for a multitude of uses. 
mar- And El Paso is expanding to meet this need. 
Locks, To supply its customers—including such 
uture ; ‘ 
esent, growth areas as California—it has developed 
pre- the most diversified gas supply of any company 
tocks. in the nation. Today, El Paso’s pipelines are 
; gone é ae : 
venti. connected with the principal producing areas 
f full of the West and Southwest, in addition to vast 
< reserves in Canada. 
| The Company’s Annual Report reviews a 
number of important projects recently com- 
<i pleted, and reports progress on others from 
Ten-Year Population Growth Figures from U.S. Census, 1950 and 1960. Canada to the Mexican border. 
For copies of El Paso’s 1960 Annual Report write to: El Paso Natural Gas Company, El Paso, Texas 
ANN ‘1960. 
EL PASO NATURAL eAsifific OMPANY | silo | 
El Paso Natural Gas Company provides natural gas to industrial customers and distribution companies in Ari- 
zona, California, Colorado, Idaho, Nevada, New Mexico, Oregon, Utah, Washington, West Texas and Wyoming. 
‘sates § May 1961 
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HE FLOW OF RECENT EVENTS AT 

home and abroad dramatizes anew 
the key significance in human affairs of 
the function of decision-making. To 
President Kennedy’s credit. he discount- 
enanced propaganda intended to divert 
from the White House responsibility for 
frustration in the initial sortie against 
Castro. 

In private atiairs, it has long been 
feasible for the property owner to des- 
ignate a trustee to assume responsibility 
for decision-making. In practice, exer- 
cising this procedure of setting policy 
for others must be carefully performed 
without regard to the ebb and flow of 
current speculative patter about the 
prospects for general economic growth 
or the lack thereof. Bona fide investment 
to meet legitimate aspirations of estate 
builders and beneficiaries should not be 
sullied by ballyhoo about miracle stocks 
and long shots. While lucky strikes may 
be a pleasant experience, search for 
them cannot be the essence of building 
up a safe capital fund for others. 

In fiduciary institutions, as in gov- 
ernmental matters, it is deviation from 
principle to be more concerned with 
prestige than with character and integ- 
rity. The analogy of politics may help 
to clarify the subtle point. While a can- 
didate for the presidency, John F. Ken- 
nedy exploited the allegation that under 
Eisenhower the prestige of the United 
States had declined. Now that Mr. Ken- 
nedy is the Chief Executive he is ex- 
periencing the effort of the Iron Curtain 
bloc, as a technique of cold war, to de- 
press our prestige through distortion 
and misrepresentation. It would be in 
the national interest for both the in- 
cumbent party and the loyal opposition 
to recognize that they play into the 
hands of the enemy when they fail to 
discount the tendency of the Soviet Un- 
ion to bear false witness against us. 


Eschew Competitive Promises 


The application of this political anom- 
aly to the tasks and opportunities of fi- 
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ECONOMIC TIDES BENEATH THE MARKET... . 


MERRYLE STANLEY RUKEYSER 


THE DECISION-MAKERS: FLEXIBLE OR AUTOMATIC? 
AND THE SOURCES OF COMPETITIVE PRODUCTIVITY 


duciaries lies in avoidance of trying to 
get into the act of fluctuating hysteria 
at the security marketplace. In making 
known the availability of its services to 
a broader group in its role as decision- 
maker by proxy, banks and trust com- 
panies must stay in character and avoid 
trying to broaden their appeal through 
emulating competitive agencies which 
exaggerate capacity to perform. The 
good trust institution, offering contin- 
uity of service, should, like the ethical 
lawyer, make no promises except honest 
and conscientious performance of its 
duties. 

When the financier, Harrison Wil- 
liams, head of the North American Co., 
was about to be quizzed in the 1930s 
by a Congressional Committee, he asked 
public relations man Carl Byoir to as- 
sist him. Byoir offered his services at a 
fee of $36,000 a year. “I only want your 
counsel for this one hearing,” Mr. Wil- 
liams replied. ‘Byoir stuck to his formula 
of an annual retainer, “even if you ask 
my advice only once during the year, 
and even if my counsel that one time 
proves wrong.” 

That is the tradition of the reputable 
consultant, adviser, or proxy who oper- 
ates for account and risk of the princi- 
pal. It would be folly for reputable fi- 
duciary institutions to copy the methods 
of the financial advisory services whose 
advertisements create the illusion that 
they have some unique wisdom and sure- 
fire foresight. In putting themselves in 
the position of principals and taking 
over the task of decision-making, com- 
petent trustees do not purport to elimi- 
nate the unavoidable risks in economic 
life and investment, though they oper- 
ate within rules and a philosophy which 
limit hazards. 


The Too-Silent Service 


In light of the difference of fiduciary 
institutions in making their availability 
known to the expanding groups with 
wealth to manage, many think that the 
perils of silence are more disturbing 








than the possibility that some will over. 
exploit themselves. 

With the dignity inherent in truth and 
a sense of proportion, trust institutions 
could do more in apprising an increas. 
ing array of investors that they provide 
useful tools for money management. The 
living trust provides a hedge against 
senility of those whose life span may be 
extended. Testamentary trusts give con- 
tinuity to fulfillment of the wishes of 
family heads long after their demise. 
While trust corporate services are gen- 
erally known to sophisticated industrial 
executives and managers, broadening of 
ownership steadily opens new markets. 

Fear of saying too much in advertis- 
ing brochures should not deter reput- 
able companies from bringing a bal. 
anced message to new prospects, It is 
a public disservice for quality institu- 
tions to hide their light under a bushel 
and leave the field to less reputable and 
more costly services. For example, the 
relative “take” of trustees compared 
with that of other money — managers 
should be considered, but far more im- 
portant is the “take-away” of unquali- 
fied advisers or of do-it-yourself invest- 
ment by tip-and-hunch. This would be 
a most fruitful avenue for study. 


Tailor-made or Stock-in-Trade 


In connection with estate building, as 
between life insurance companies and f- 
duciary institutions, the latter have an 
edge in those situations requiring flex- 
ible, personalized or tailor-made service. 
Insurance companies tend to standardize 
beneficiary arrangements under optional 
settlements and each follows its own 
rules. .In our IBM type of mechanized 
civilization, insurance companies frown 
when policyholders give unusual o 
complicated instructions as to disposi 
tion of funds to beneficiaries and re 
maindermen. 

, By way of illustration, one major life 
insurance company arbitrarily lays aside 
actuarial tables after beneficiaries under 
“five or ten year certain and income fo! 
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life’ o| ions become octogenarians. Up 
to the =rbitrary stopping point, the re- 
turn 0: such an annuity arrangement 
depend. on the age of the beneficiary at 
the tin: of death of the insured person. 

The .oint is that the trust institution 
throws . way a unique and valuable com- 
petitive asset whenever it tends to be- 


come to» bureaucratic or in the interest 
of shor: cuts, fails to deal with each 
trust as a separate entity. 

As aii observer of the passing show, 
| feel strongly that trust institutions 
should undertake to raise income both 
by seeking better fees and by broaden- 
ing their market, so that they can em- 
ploy adequate high-grade personnel to 
assure tailor-made service for their 
rapidly increasing business. It seems to 
me that too many fiduciary institutions 
are becoming understaffed. 

One Texas trust company, recognizing 
that it is using its limited staff too thinly, 
has invited a well-known executive, soon 
subject to automatic retirement, to join 
its staff as contact man with older cli- 
ents. He will not be expected to make 
technical decisions in investment and 
business management problems, but he 
will give clients an opportunity to talk 
over problems of estate planning, invest- 
ment or family needs. Where top level 
trust decisions are needed, -he will ad- 
vise a senior trust officer, meanwhile 
serving as liaison. 


That Old Black Magic — 


“Expansion” 


In these days of “New Frontiers,” 
there is naive hope that professorial ad- 
visers to politicians will come up with 
happy thoughts as to how to make 
simple arithmetic less restraining. One 
big idea behind the current brand of 
“new economics” is to avoid discipline 
in federal spending, through quickening 
the tempo of annual economic growth. 
Responding to advice from Professor 
Paul Samuelson of MIT, the President 
in his economic message to Congress 
said: “If this economy were operating 
at full potential, the existing Federal 
revenue system would yield more than 
$90 billion in fiscal year 1962, instead 
of the $82.3 billion now estimated, pro- 
ducing a large budget surplus and per- 
mitting retirement of national debt as 
well as the further development of Fed- 
eral programs to meet urgent national 
needs.” 

This is analogous to the argument of 
the extravagant housewife who was told 
lo give up a car and a maid, in order 
to avoid red ink in excess of $6.000 a 
year in the family budget. Instead of 
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lopping off expenditures to stay within 
her husband’s earnings, she suggests 
that the family head demand a raise. 
Whether he could achieve an income 
increment of such dimensions is prob- 
lematical but, even if he could, the poor 
family skill in money management 
would doubtless cause outlay to continue 
to outstrip income, however much en- 
hanced. 

On the national level, the assumption 
that one can enormously step up the 
GNP annual rate of increase by cheer- 
leader methods from Washington raises 
serious questions. The fact that West 
Europe and Japan have emulated Amer- 
ican technology and economic proced- 
ures creates doubts as to whether our 
industrial primacy will continue unchal- 
lenged in the future. The only way that 
politicians can fundamentally improve 
the national growth factor is to remove 
man-made obstacles to expansion. These 
include policies and practices which 
needlessly inflate the cost sheet, such as 
feather-bedding. There is need for up- 
dated work practice rules, review of ob- 
solete consent decrees and legal provi- 
sions, tax and depreciation changes, 
auditing of economic and cost-raising 
legislation in light of the new global sit- 
uation, and more intelligent industrial 


relations. The very pressures from over- 
seas provide a god-given opportunity for 
renewed cooperation between manage- 
ment and unions to expand job oppor- 
tunities. 

International pressure against the 
dollar cannot be permanently relieved 
unless this nation pursues prudent fiscal 
and monetary policies which will limit 
experimentation with soft-money 
schemes Advisors have been plumping 
for short-term interest rates high enough 
to keep funds here and for long-term 
rates low enough to stimulate housing 
and the construction industry. But there 
is a relationship between short and long 
rates which can’t be laughed away by 
political ukase. 

There seems to be a law in Wall Street 
that dogmatism is in inverse ratio to 
knowledge. Thus the Morgan Guaranty 
Survey carries a study by Allan Sproul, 
former President of the Federal Reserve 
Bank, which praises the behavior of the 
Federal Reserve in this recession and 
makes tentative suggestions for modifi- 
cation of techniques. Pointing to human 
fallibility in recognizing turning points, 
the report calls for great humility. “Be- 
cause of the haziness,” the Survey states, 
“which always surrounds the timing of 
such turning points, except on historical 
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The exchange having been completed, this announcement 
appears as a matter of record only. 


$153,502,419 
FEDERAL STREET FUND, INC. 


March 24, 1961, was established as the ‘‘Exchange Date’’ as of which the 
exchange of $153,502,419 of deposited securities for shares of Common 
Stock of Federal Street Fund, Inc. was consummated in accordance with 
the Fund’s Prospectus dated November 28, 1960. For purposes of the ex- 
change, the deposited securities were valued as of the close of business 
March 23, 1961. The above amount excludes: the payment of solicitation 
fees; additional deposits of cash made to round out fractional shares; and 
the $100,000 initial cash subscription received by the Fund from State 
Street Research & Management Company, the Fund’s Investment Adviser. 


The undersigned acted as Dealer Manager in the 
solicitation of the deposit of securities. 


Goldman, Sachs & Co. 


CHICAGO 
BALTIMORE 


PHILADELPHIA 
BUFFALO 


ST. LOUIS 
DETROIT 
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charts, our suggestion is that a sensitive 
and flexible approach might be to test 
the strength of cyclical movements of 
business, from time to time, with a 
recognizable change in reserve availa- 
bilities, which could be reversed if it 
proved to be premature.” 


Man + Tools + Management 


One approach to promoting real eco- 
nomic growth through greater produc- 
tivity is to give the goal broader social 
sanctions. Up to now, despite help from 
former President Eisenhower, this has 
been tagged as a special interest of busi- 
ness management. Historically, the coal 
mine operators never got their safety 
campaign off the ground until John L. 
Lewis and his United Mine Workers 
gave it their blessing. 

Since productivity improvement is es- 
sential to fulfill labor's objectives of 
job security and a high standard of 
living, enlightened self interest should 
spur the unions to take greater respon- 
sibility in this area. 

Roger Blough, Chairman of United 
States Steel Corporation, recently point- 
ed out that, despite the low level of steel 
operations in 1960, his company last 
year spent the second largest sum in 
history on improvement and moderniza- 
tion of facilities. Mr. Blough bucked 
demagoguery when he explained that 
this is the way to promote job security. 
Less thoughtful persons, looking at au- 
tomation and unemployment, wistfully 
hint that we would swell the army of 
the gainfully employed if we back- 
stepped to a greater degree of hand 


labor. Nothing could be more deceptive. 

Productivity discussions are common- 
ly couched in misleading semantics. The 
spectacular rise in American productiv- 
ity and living standards has not been 
ascribable to significant changes in the 
energy of the human toiler. Accordingly, 
it is bad terminology to make historic 
comparisons in terms of ‘man-hours’; 
in reality it is a productivity of “man- 
tool hours.” 

Our fortunate position in provision of 
vast material goods has not been acci- 
dental but has stemmed from manage- 
ment philosophy of stepping up the in- 
dividual’s capacity to make _ things 
through supplementing his muscles with 
mechanical aids, energy and automatic 
machinery. As others emulate our pro- 
duction techniques and methods of sup- 
porting mass production through devel- 
oping huge domestic consuming markets, 
we face a tougher type of competition. It 
should spur us on to research and devel- 
opment — and up-dating of our less effi- 
cient machines — in order to widen our 
diminishing “technological lead.” 

There is great promise in this idea 
of getting wider sponsorship for prudent 
operating principles in finance and 
business. When the new steel contract 
was adopted, changes in work rules were 
left open for committee study. But men’s 
minds were changed somewhat by the 
discussion during the strike of the new 
impact of competition from lower-wage 
countries with modernized equipment. 

The issue over work rules was not 
primarily about dramatic technological 
changes in new steel plants. Already 
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management had wrung from the union 
some freedom in manning new facilities, 
The discussion was over more subtle 
work habits developed through the years 
in old plants. 

The union did not want to be publicly 
stigmatized as standing for economic 
waste. Lip service on both sides was ex. 
pressed in behalf of dynamic efficiency, 
Foremen and supervisors have been 
quietly taking advantage of such expres. 
sions to reduce wasteful practices. 

Instead of continuing this matter as 
the private (ideological) property of the 
NAM and the Chamber of Commerce of 
the United States, it would be construc. 
tive for President Kennedy, Congres. 
sional leaders, union spokesmen, clergy. 
men, educators and others to pick up 
this ball as a means of assuring Amer- 
ican strength and survival of the Free 
World. 

A A A 


‘Introduction to Trust 
Investments’”’ 


A 32-page booklet “An Introduction 
to Trust Investments,” has just been 
published by the Trust Division of The 
American Bankers Association. Pre- 
pared by the Committee on Trust Invest- 
ments, it is designed to provide funda- 
mental information about trust invest- 
ments principally for trust department 
personnel who are not directly concerned 
with the investing of trust funds. It is 
intended also to be of value to employees 
of trust departments in their off-the-job 
study programs, to trust institutions in 
their on-the-job training activities, and 
to students and teachers in_ bankers’ 
schools. 

Material covered in the booklet in- 
cludes the investment function of the 
trust administrator, organization of an 
investment department, special invest- 
ment considerations peculiar to fidu- 
ciaries, investment policies for various 
types of accounts, the field of invest- 
ments, and special investment problems. 
A bibliography lists some of the litera- 
ture available on the subject. Copies of 
the booklet are available from The 
American Bankers Association, 12 East 
36th Street, New York 16, at $1. 

Chairman of the Committee on Trust 
Investnients is Philip B. Simonds, Jr., 
vice president, Rhode Island Hospital 
Trust Co., Providence. 


A A A 
e Harold F. Price, Business Economist 
of the Federal Reserve Bank of Boston, 
analyzed “Current Economic Trends” at 
the May 9th meeting of Corporate Fidu- 
ciaries Association of Boston. 
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MOODY’S INVESTORS YIELD TABLE 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 
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5-Year Taxable Treas. — % 3.57 3.60 4.38 3.73-3.53 5.10-1.75  1.37-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. —-........._... ~- % 3.75 3.76 4.37 3.95-3.67 4.91-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Dank 2260, 9/16/72-67 —....-.--22. % 3.71 3.75 4.23 3.95-3.65 4.68-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%s, 12/15/72-67 _.......... a 3.69 3.72 4.17 3.89-3.60 4.59-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
Bae, TO aa on 3.78 3.78 4.24 3.89-3.70 4.44-2.59 (b) (b) (b) (b) 
$s, 1995 _... od eer ee, 3.61 3.61 3.82 3.71-3.54 4.10-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term .................. % 4.28 4.22 4.46 4.34-4.21 4.61-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term -.................... % 4.41 4.32 4.61 4.50-4.32 4.78-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term y 4.62 4.55 4.81 4.71-4.55 4.95-2.87 3.28-2.67 3.39-2.78 9.23-3.35 1.71-4.91 
Baa Rated Long Term ............-..- - % 5.01 5.01 5.23 5.12-4.99 5.37-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. Tax Exempt Bond Yields 
Aaa Rated Long Term __......... % 3.24 3.30 3.34 3.30-3.12 3.65-1.28 1.98-0.90 1.84-0.93 2.81-1.56(d) (d) 
Aa Rated Long Term -~ % 3.46 3.48 3.56 3.50-3.33 3.81-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term _..... sksaahiaeaelalatate % 3.64 3.71 3.80 3.71-3.55 4.06-1.72 2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term _....._....... - % 3.98 4.11 4.28 4.16-3.98 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields HM | 
Industrials—High Dividend Series 
Ng eee aig 4.65 4.63 4.69 4.67-4.63 4.85-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade -...........__. sine “OE 4.79 4.84 5.25 4.89-4.79 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrialsk—Low Dividend Series 
poem eee 4.39 4.40 4.48 4.43-4.36 4.67-3.45 3.92-3.27 (e) (e) (e) (e) 
Medium Grade  -............... % 4.67 4.69 4.85 4.75-4.65 5.16-3.80 4.20-3.52 (e) (e) (e) (e) 
Utilities—Low Dividend Series 
eee Cees... % 4.69 4.69 4.90 4.82-4.66 5.12-3.77 4.24-3.40(e) (e) (e) (e) 
Medium Grade ~..........._ enc ae 4.92 4.91 5.04 5.05-4.88 5.34-4.17 4.65-3.69 (e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) --... - $193.42 193.51 169.82 193.51-186.00 196.07-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) es 6.02 6.01 6.05 6.02-6.01 6.01-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(f) 
125 Industrials—Yields —.....-+-- =. 3.11 3.11 3.56 3.23-3.11 6.79-2.96  7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19(f* 


{a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 

(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. 

(e)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 
(e\—Low Dividend Preferred Yield Averages in this series date from 


Jan. 2, 1946. 


*Revised. Medium grade, high dividend series preferred stock yields 


Que 


on the left side of each chart. 


for Oct., 5 


5.14; Sept., 5.16. 


(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 


Note: To facilitate comparisons between the three charts above, all yields 
have been placed on the same inverted arithmetic scale which appears 
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PREFERRED STOCKS IN COMMON TRUST FUNDS 


OMMON TRUST FUNDS, IN THE AGGRE- 
| have lightened their commit- 
ment in preferred stocks by nearly $45.- 
000,000 in the course of twelve months. 
The change has come in the Fixed In- 
come type funds. These have reduced 
total holdings in preferred stocks by 
approximately $53 million and have 
raised their total bond holdings by some 
$39 million. Among the Discretionary 
and Legal type funds, preferred stock 
holdings increased by a few million dol- 
lars, and in the All - Common - Stock 
funds, which hold a total of only $200,- 
000 in preferred issues. they remained 
the same. 

These facts developed in the study of 
392 Common Trust Funds made by 
TRUSTS AND Estares as of the available 
1960 valuation date nearest to the year- 


end. These are the funds which have 
been in operation long enough to have 
had a fourth quarter annual report or 
valuation date in 1960, and together 
provide the investment media for 125,- 
000 fiduciary accounts. Half of these are 
invested in discretionary type funds, one 
quarter in “legal” funds, and one quar- 
ter divided almost equally between fixed 
income and common stock funds. 

The following table shows how the 
total amount of preferred stock holdings 
was divided among the various types of 
funds at the beginning of this year as 
compared with figures for the 366 funds 
studied a year earlier. Dollar amounts 
are in millions and the percentage repre- 
sents the proportion of total volume in- 
vested in preferred stocks, 

Issues which made a gain of five or 


more in the number of Funds holding 
them are: Pacific Lighting 4.75; Rey. 
nolds Metals 4.50; DuPont 4.50: Sperry 
Rand 4.50; Texas Power & Light 4.56 
and 4.76; West Penn Power 4.50. The 
most popular issues in terms of the 
number of Funds holding them are: 
U. S. Steel 7(75); International Har. 
vester 7(53); General Motors 5(49): 
and Consolidated Edison 5(43). 


Type Fund 1960 1961 
$ % $ % 
Discretionary _124.5 6.6 1381.2 67 
i) 50.5 14.2 52.38 14] 
Fixed Income _ 84.2 34.3 31.0 133 
Common Stock. 0.2 0.1 0.2 0.1 


For total portfolio breakdown see TRUSTS AND 
EsTATES, April ’61, p. 318 and April ’60, p. 338. 
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(Asterisk denotes convertible issues) 




















Drucs, Foops, Topacco INDUSTRIALS 1960 1961 1960 1961 
Ingersoll Rand 6%  ............... 1 0 Burlington Industries 4% ... 2 1 
1960 1961 1960 1961 Interchemical 4.50% __....... 5 4 Colonial Stores 4% 1 1 

*Abbott Laboratories 4% -... 7 4 *Allis-Chalmers 4.08% ......... 1 4 Int. Harvester 7% _......... 52 53 Food Fair Stores $4.20... «1011 
Amalgamated Sugar 5% —..._ 1 1 Amer. Can 7% -.. ------ 26 24 Int. Min. & Chem. 4% _.... 1 1 Gimbel Bros. $4.50 9 : 3 
Amer. Crystal Sugar 4.50% 1 1 Amer. Cement $1.25 —___...... 1 2 ‘Jnt. Paper 4%... 8 8 Grand Union 4.50% _...... 1 0 
Amer. Snuff 6% __........---------- 1 1 Amer. Marietta 5% -...... 2 1‘ L.T.E. Circuit Break. 4.60% 4 1 W.T. Grant 3.75% —.__. 10 10 
Amer. Sugar Refin. $7 _ 3 2 Amer. Potash & Chem. 4% - 1 1 *Kaiser Alum. & Chem. $4.12 9 12 Halle Bros. 4.80% 1.11 
Amer. Tobacco 6% —...-- 35 37  Anchor-Hocking Glass $4... 3 4 Kaiser Alum. & Chem. $4.75 17. 14 *McCrory Stores $3.50 __. - o 
Beatrice Foods 4.50% —.... 11 12 Armstrong Cork $3.75 —... 8 8 *Kaiser Alum. & Chem. $4.75 17 12 R.H. Macy $4.25. 3 1 
Canada Dry $4.25 2 2 Avondale Mills $4.50 -..... 1 t Kenpers 6... 8 7 Marshall Field $4.25... 2 1 
Colgate-Palmolive $3.50 __._.. 4 4 A. S. Beck Shoe 4.75% -........ 1 1 *Lamson & Sessions 4.75% _.. 1 1 May Dept. Stores $3.40... 3 3 
Continental Baking $5.50 _. 4 5 _ Bell & Howell 4.75% -..........-. 1 1 James Lees & Sons 3.85% _. 2 0 May Dept. Stores $3.75 __. 21 19 
Foremost Dairies 4.50% _.. 0 1 Borg-Warner 3.50% -..........-- 5 4 Lynchburg Foundry $4.25 1 1 Montgomery Ward 7% ....... 13 12 
General Mills 5% —. ..18 15 Calumet & Hecla $4.75... 1 “Wie Sen i 1 J.J. Newberry $3.75 11 9 
Great Western Sugar7% .. 7 5 Carrier 4.50% 1 2 Melville Shoe $4 2 2 Pfeifer of Arkansas $5 1 0 
H. J: Heine $4166 ....._.... 2 2 “Carrier 480% —__.. 1 4 Melville Shoe $4.75 _. 1 1 Publications Corp. 7% —...... 0 1 
Horn & Hardart 5% __........... 4 4 Caterpillar Tractor 4.20% —.. 17 16 National Gypsum $4.50 ____.. 5 Safeway Stores $4 18 16 
Hunt Food & Ind. 5% .- a 2 *Celanese 4.50% —..... aonsoo- 9 7 *OQwens-Illinois Glass 4% _.. 21 20 Western Auto Supply 4.80% 2 2 
Jewel Tes $8.75. 1 i eemene te 0 1 Oxford Paper 5% _.......-- 1 1  Wieboldt Stores 4.25% —..... tl 
Liggett & Myers $7 __..._.__.. 32 32 Celotex Cae 1 1 Peabody Coal 5% 1 0 Woodward & Lothrop 5% ..._ 2 1 
P. Lorillard $7 — 5 5 Champion Pap. & Fib. $4.50 5 4  Phileo $3.75 4 5 
Merck $3.50 —.------------------ 6 g Chatham Mfg. 4% ........... 1 1 *Pittston $3.50 1 4 PETROLEUM, Mininc & METALS 
National Biscuit $7... 7 9 Chemetron 4.25% -...........- 2 2 4H. K. Porter 5.50% _.. ... 1 1 . 

*Nat. Distillers & Ch. $4.25. 8 8 Clevite 4.50% . 1 1 Radio Corp. of Amer. $3.50 21 29 Alum. Co. of America 3.75% 12 18 
Poa Mik $4.50. 5 6 *Cluett Peabody 4% _.. 1 1 *Radio Corp. of Amer. $3.50 5 3 —_ Smelt. & Refin. 7% —.17 15 
Philip Morris $3.90 _...___. 3 3  Cluett Peabody 7% -... 1 1 Rohm &@ Haas $4. 3 4 Peerage ai 4.25% . 4 38 
Philip Morris $4 14 14 Container 4% —_____. 8 8 St. Regis Paper $4.40. 63) Oe ee : 
Quaker Oats 6% __. 7 8 Continental Can $3.75 ___.. 10 12 eott Paper $4 5 4 Atlantic Refin. 3.75 _.... 14 e 
R. J. Reynolds $3.60 8 g Cook Paint & Varnish $3 __.. 1 1 Servel 5.25%  « 0 Pee scone Steel 7% —— 16 7 

*Schenley Industries $.50 _. . 2 Comte... ' | teens. ¢ « ee ee > 5 

*Schering 5% _......_...... 1 2 Crown Zellerbach $4.20 __.. 18 20 Spencer Chemical $4.20 _ 4 4 “Champlin Oil & Refin. $3 _. . 1 
S. Porto Rico Sugar 8% _.. 2 1 Denatse— 1 1 Sperry Rand $4.50 °c 2 ae sons Ee 

*Standard Brands $3.50 ___.. 6 6 Diamond National $1.50... 17 15 Stauffer Chem. 3.50% 2 1 Se ern Sunes - * 1 

*Standard Packing $1.20 1 1 *Dorr-Oliver $2... oa. < _ aa (=F - 5 
Stokely-Van Camp 5% —.. 4 2 du Pont $3.50... 13° *Textron $1.25 —_—_t eee 10 
United Biscuit $4.50 1 1. du Pont $4.50 ssc 20 26 Thompson Ramo-Woold. 4% 11 10 ,NationalLead?%  —— ; = 
U. S. Tobaceo 7% __....__ 1 1 Endicott Johnson 4% __...... 3 3 *Tung-Sol Electric 5% 2 2 Reynolds Metals 4.50% —... 28 19 
Universal Leaf Tob. $8... 2 2 Federal Paper Board 4.60% 2 2 synited Aircraft 4% 18 1g Ranels Metab 475% = 9 

*Wesson Oil & Snow. 4.80% . 2 0 Firestone Tire 4.50% —.... ' i) @hittinieee 1 1 See So Se : 99 
Wilson & Co. $4.25 1 1. *Flintkote $4.50 —— 1 8 6 See & Chm. 680% 1 8 ee eee —S % 

Food Mach. & Chem. 3.75% 5 3 { *Sunray Mid-Contin’t 5.50% 9 
. U. 8. Gps. 7 0 1 = " 

FINANCIAL & INSURANCE ——ae. 1 1 YS Rubber 8% 14 17. Tidewater Oil $1.20 0 27 (6 
Amer. Home Assur. 4.64% — 2 2 General Controls 6% -.. 1 : Sie ecelirked 5.75% _. 1 , U.S. Smelt. & Refin. 7% -..... 3 2 
oe Investment $5.25 __... 4 4 General Motors $3.75 -.. 25 824 Vulcan Materials 6.25% ai 1 U.S. Steel 7% — “3 

ristiana Securities7% —. 0 1 General Motors $5.00 _......... 45 49 

Gen. Amer. Investors $4.50. 1 1 Genesco $3.50 ___. ee 2 2 Sets ae aaee - “ Pustic Uriiities 
Household Finance 3.75% ... 6 7  P.H. Hanes Knitting 5% 1 1 *Whirlpool 4.25% 1 1 Alabama Gas $3.50 ; a 
Household Finance 4% ___.. 6 6 Harbison-Walker Refract. $6 2 3 White Motor $5.25 1 2 Alabama Gas 6% eciscintass OP 
Household Finance 4.40% .. 9 11 *Harnischfeger 6% — _........... 0 1 Worthington $4.50 2 i Alabama Pwr. 4.20% ..... 4.2 
ante Midland 4% _. 1 0 Hercules Powder 5% . & 20 ae Alabama Pwr. 4.60% —.... 4 3 
orthwest Bancorp. 4.50% — 3 2 Heyden-Newport Ch. $3.50 1 a Amer. Nat. Gas 6 1 0 
Seaboard Finance $4.75 "1 2 *Heyden-Newport Ch. $4.375 0 1 MeRcHANpisING & MISCELLANEOUS ‘447 dian EL Poe. 4.50% 14 18 
Seaboard Finance $5... 2 3 Hooker Chem. $4.25 3 4 Allied Stores 4% —........... 9 7 Arizona Pub. Serv. $1.10... 2 3 
Southwestern Invest. $1 __. 1 1 Hudson Pulp & Paper 5% 2 2 Assoc. Dry Goods $5.25 __..... 6 5 *Arizona Pub. Serv. $2.40 2 1 
Tri-Continental $2.70 —_..... 8 10 Hudson Pulp & Paper 5.12% 2 3 panes 49% =... 1 1 Arkansas Pwr. & Lt. $4.32 — 1 1 
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1960 1961 1960 1961 1960 1961 1960 1961 
Arkar as Pwr. & Lt. $4.72. 5 5 Dallas Pwr. & Lt. $4 _......... 2 2 Gulf States Utilities $5.08 _. 2 3 Missouri Pwr. & Lt. 3.90% — 1 1 
Arkan as Pwr. & Lt. $5.48 . 2 2 Dallas Pwr. &Lt. $4.24 __..... 6 4 Hartford Elec. Lt. 4.50% ... 2 2 Missouri Pub. Serv. 4.30% — 1 1 
Atlant . Gas Lt. 4.44% _...... 4 3 Dallas Pwr. & Lt. $4.50 3 3 Hartford Gas 8% 2 2 Monongahela Pwr. 4.40% —.. 4 2 
Atlant . Gas Lt. 4.50% -........ 2 2 Dayton Pwr. & Lt. 3.75% _.. 5 5 Hawaiian Elec. 4.25% 2 2 Monongehala Pwr. 4.50% .. 2 2 
Atlant:: City El.4% —... 1 1 Dayton Pwr. & Lt. 3.90% _. 3 3 Hawaiian Elec. 5% _......... 2 2 Monongahela Pwr. 4.80% 2 2 
Baltim: re Gas & El. 4% ~~. 2 2 Delaware Pwr. & Lt. 3.70% 3 2 Hawaiian Elec. 5.50% -_.... 1 1 Montana-Dakota Ut. 4.70% 3 3 
din Baltin..re Gas & El. 4.50% ~ 9 8 Delaware Pwr. & Lt. 4% 3 3 Hawaiian Elec. 5.75% __...- 0 2 Narragansett El. 4.50% —_.. 3 3 
8 Blacks »ne Val. G&E 4.25% 1 1 Delaware Pwr. & Lt. 4.20% 2 5 Hawaiian Tel. 4.80% __....... 2 2 Narragansett El. 4.64% —... 2 2 
Rey- Blacks! one Val. G&E 5.60% 1 1 Delaware Pwr. & Lt. 4.56% 3 3 Houston Ltg. & Pwr. $4 __... 3 3 New England Pwr. 5.52% — 0 1 
erry Boston Edison 4.25% -.......... 4 4 Delaware Pwr. & Lt.5% _.. 4 4 Houston Nat. Gas 5% .......... 1 1 New England Pwr. 6% _..... 1 1 
y Boston Edison 4.78% -........... 6 6 Duke Pwr. 5.86% —............. 6 6 Idaho Pwr. 4%  ~.................... 6 5 N. J. Pwr. & Lt. 4% 1 1 
4.56 Brookl:n Union Gas 5.50% . 0 2 Duquesne Lt. $2.10 0 4 Illinois Pwr. 4.08% _.............. 3 3 N. J. Pwr. & Lt. 4.05% -.. 1 1 
Th Budd #» 1 2 Duquesne Lt. 3.75% _.. 5 5 Illinois Pwr. 4.20% -_.. 4 3 *New Orleans P. Ser. 4.36% — 2 2 
€ Cal. E! 3 2 Duquesne Lt. 4% ~............ 13 17 Illinois Pwr. 4.26% 4 4 New Orleans P. Ser. 4.75% . 1 1 
the Cal. El 3 2 Duquesne Lt. 4.10% —... -....... 4 4 Illinois Pwr. 4.42% —.......... 2 2 New York El. & Gas 3.75% — 3 3 
Calif. Gre. Pwr. 4.70% -...... 2 2 Duquesne Lt. 4.15% —........... 7 q Illinois Pwr. 4.70% _......... 8 7 New York El. & Gas 4.40% — 1 1 
are: Calif. Gre. Pwr. 5.10% -...... 7 5 Duquesne Lt. 4.20% 15 10 Indiana & Mich. El. 4.125% 2 2 New York El. & Gas 4.50% 2 2 
Har- Calif. Gre. Pwr. 6% -.......-. 1 0 Eastern Gas & Fuel 4.50% — 1 2 Indianapolis Pwr. & Lt. 4% 5 3 Niagara Mohawk Pr. 3.40% 7 7 
Cat. Ore. Pwr. TH... 1 0 El Paso Elec. $4.50 —.....-. 1 1 Indianapolis P. & Lt. 5.65% 5 5 Niagara Mohawk Pr. 3.60% 5 5 
49) *Calif. Water & Tel. $1.24. 2 1 El Paso Nat.Gas4.10%.... 2 1 *Int. Utilities $200 1 2 Niagara Mohawk Pr. 3.90% 5 4 
Carolina Pwr. & Lt. $4.20. 2 2 *El Paso Nat. Gas $5 _.......... 6 7 Interstate Pwr. 4. 36% ee 1 1 Niagara Mohawk Pr. 4.10% 8 7 
Carolina Pwr. & Lt. $5 —..__- 4 3 El Paso Nat. Gas 5.36% -.. 4 4 Iowa-Illinois Gas & El. $4. 22 1 1 Niagara Mohawk Pr. 4.85% 8 9 
Centra! Hudson G&E 4.75% 1 1 El Paso Nat. Gas 5.50% -..... 14 15 Iowa Pwr. & Lt. 4.35% -...... 0 1 Niagara Mohawk Pr. 5.25% 3 3 
Centra! Ill. El. & Gas 4.10% 2 1 El Paso Nat. Gas 5.65% _.... 10 10 Iowa Pwr. & Lt. 4.56% —..... 1 0 Northern Illinois Gas 5% -- 8 8 
51 Central Ill. Lt. 4.50% — 7 4 El Paso Nat. Gas 5.68% —..._ 5 6 Iowa Pwr. & Lt. 4.80% 2 2 Northern Illinois Gas 5%% 0 3 
9 Central Ill. Lt. 4.64% -......... 5 5 El Paso Nat. Gas 6.40% _.... 3 3 Jersey Central P. & Lt. 4% 6 3 Northern Ind. P. S. 4.22% . 3 2 
2 Central Ill. Pub. Serv. 4% —_.. 1 1 *Equitable Gas 4.36% —__..... 9 7 Kansas City. P. & Lt. 3.80% 2 3 Northern Ind. P. S. 4.25% — 4 4 
6.7 Central! Ill. Pub. Serv. 4.92% 1 1 Florida Power 4% = 3 2 Kansas City. P. & Lt. 4% .. 4 4 *Northern Ind. P. S. 4.40% — 5 1 
Central Louisiana El. 4.50% 2 2 Florida Power 4.40% __. . 1 Kansas City. P. & Lt. 4.20% 4 4 Northern Ind. P. S. 4.50% — 5 2 
14,1 Central Maine Pwr. 3.50% — 0 1 Florida Power 4.50% —........ 1 0 Kansas City P. & Lt. 4.35% 4 4 Northern Nat. Gas 5.50% — 12 14 
13.3 Central Pwr. & Lt. 4% -...... 4 4 Florida Power 4.60% 1 1 Kansas City P. & Lt. 4.50% 5 6 Northern Nat. Gas 5.60% — 2 3 
Central Telephone $2 __..._.. 1 0 Florida Pwr. & Lt. 4.32% 0 1 Kansas-Neb. Nat. Gas 5% — 2 2 Northern Nat. Gas 5.80% — 9 6 
0.1 Central Telephone $2.50 ___. 0 1 Florida Pwr. & Lt. 4.50% _. 7 7 Kentucky Utilities 4.75% —.. 10 11 Northern States Pwr. $3. 60 8 6 
Central Telephone 5.40% — 1 1 *Gen. Tel. & Elec. 4.25% _...... 3 0 *Laclede Gas 4.32% —......... 1 0 Northern States Pwr. $4.08 1 1 
Cincinnati Gas & El. 4% __... 6 5 *Gen- Tel. & Elec. 4.36% _...... 2 2 *Lone Star Gas 4.84% __.... 1 1 Northern States Pwr. $4.10 7 7 
S AND Cincinnati Gas & El. 4.75% 5 2 *Gen. Tel. & Elec. 5.28% —..... 1 0 Long Island Lighting 4. 35% 5 5 Northern States Pwr. $4.11 8 8 
8 City Wtr. Chattanooga _____. 1 1 Gen. Tel., California 4.50% — 2 3 *Long Island Lighting 4.40% 2 0 Northern States Pwr. $4.16 2 2 
: Cleveland El. Illum. $4.50 _.- 11 8 Gen. Tel., California 5.50% . 1 0 Long Island Lighting 5% 3 3 Northwest Nat. Gas 5.75% — 3 3 
Colorado Interstate Gas 5% 1 1 Gen. Tel., Florida $1.30 __. 5 6 Louisiana Pwr. & Lt. 4.44% 3 2 Ohio Edison 3.90% 7 7 
—— Colorado Inter. Gas 5.35% — 3 3 Gen. Tel., Penna. $2.10 _.... 3 3 Louisiana Pwr. & Lt. 4.96% 2 2 Ohio Edison 4.40% 7 5 
Columbus & S. O. El. 4.25% 1 1 Gen. Tel., Penna. $2.25 _....._ 5 5 Louisiana Pwr. & Lt. 5.16% 3 4 Ohio Edison 4.44% -... 4 4 
Columbus & S. O. El. 4.65% 1 1 Gen. Tel., Southeast 5.80% — 1 1 Louisville Gas & El. 5% __.. 2 3 Ohio Edison 4.56% -......- 2 2 
Columbus & S. Ohio El. 6% 1 1 Gen. Tel., Southwest 5.10% 3 1 Metropolitan Edison 3.80% 7 4 Ohio Power 4.20% —-........- 2 2 
Commonwealth Ed. 4.64% . 13 10 Gen. Tel., Southwest 5.50% 2 2 Metropolitan Edison 3.85% 5 3 Ohio Power 4.40% 4 3 
Commonwealth Ed. 5.25% . 16 19 Gen. Tel., Southwest 5.60% 2 2 Metropolitan Edison 3.90% 13 13 Ohio Power 4.50% -.............. 7 6 
Community Pb. Serv. 5.72% 1 1 Georgia Pwr. 4.60% —........... 15 138 Metropolitan Edison 4.35% 11 9 Okla. Gas & Elec. 4% -.......... 0 2 
0 1961 Conn. Lt. & Pwr. $2 —..... 11 10 Georgia Pwr. 4.92% _. 4 4 Metropolitan Edison 4.45% 4 6 Okla. Gas & Elec. 4.24% _.... 3 2 
: 1 Conn. Lt. & Pwr. $2.06 - 1 1 Georgia Pwr. 5% .........-.------- 2 . 3 Middle South Utilities 1 0 Okla. Nat. Gas 4.75% -.......... 2 2 
1 Conn. Lt. & Pwr. $2.09 1 1 Gulf Pwr. 4.64% —.__._.__.. 3 2 Minneapolis Gas 5% ___.. 1 1 Okla. Nat. Gas 4.92% _..... 3 3 
1 Conn. Lt. & Pwr. $2.20... 1 1 Gulf Pwr. 5.16% _... ae 2 Minneapolis Gas 5.10% _...... 0 1 *Orange & Rockland Ut.5% 0 1 
, 2 Consol. Edison $5 _. 47 43 Gulf States Utilities $4. 20 - ~ = 1 Minneapolis Gas 5.50% --... 1 1 Pacific Gas & Elec. 4.12% —. 1 0 
0 Consumers Pwr. $4.16 _. se 3 Gulf States Utilities $4.40 _ a 6 Mississippi Pwr. 4.40% -_...... 3 2 Pacific Gas & Elec. 4.36% —.. 4 5 
) 10 Consumers Pwr. $4.50 ...... 25 23 Gulf States Utilities $4.44 2 2 Mississippi Pwr. 4.60% —. 1 1 Pacific Gas & Elec. 4.50% 12 12 
1 Consumers Pwr. $4.52 __.... 9 8 Gulf States Utilities $5 1 1 Mississippi P. & Lt. 4.56% . 4 5 Pacific Gas & Elec. 4.80% ... 5 3 
} 3 
} 1 
j 1 
} 3 
| 19 
) Cities Servi 
- wtves Service 
L 0 
y COMPANY QF 
p 2 a e 
= Dividend Notice | THE DAYTON POWER 
a | AND LIGHT COMPANY 
TALS . a ile ila a cael | DAYTON, OHIO 
> 18 The Board o Directors of ities § ervice ompany declare | 155th Common Dividend 
7 15 a quarterly dividend of sixty cents ($.60) per share on its 
4 3 Common Stock, payable June 5, 1961, to stockholders of | The Board of Directors has declared 
: p record at the close of business May 8, 1961. a regular quarterly dividend of 60c 
| 
5 14 April 26, 1961. FRANKLIN K. FOSTER, Secretary | per share on the Common Stock, $7 
3.4 Par Value, of the Company, payable 
1 0 on June 1, 1961, to stockholders of 
- : ® record at the close of business on 
1 1 | May 15, 1961. 
5 : : : 
-_" FLINTKOTE Diversified Products For Home and Industry | Ah the same ne Re Bond of 
8 35 Directors also declared a three-for- 
0 «19 one stock split of the Company's 
2 2 THE FLINTKOTE COMPANY Common Stock, $7 Par Value, pay- 
| 
3 22 NEW YORK 20, N. Y. able to stockholders of record at 
9 7 ‘ 
— the close of business on May 15 
7 «26 | e 4 
2 2 quarterly divicends have been declared as follows: | 1961, by the issuance of two addi- 
6 15 Common Stock*: $.30 per share | tional shares of such stock for each 
| 
$4 Cumulative Preferred Stock: $1 per share | peso . such stock outstanding on 
said date. 
ao $4.50 Series A Convertible 2nd Preferred Stock: $1.121/2 per share | h ' h dividend of 60 
o 1 $2.25 Series B Convertible 2nd Preferred Stock: $.561/4 per share The sagter each Gt — of 0c per 
g ne share declared today is payable only 
4 3 These dividends are payabie June, 15, 1961 to stock- on the shares outstanding before 
1 0 holders of record at the close of business May 19, 1961 ’ spit 
“4B the stock split. 
2 8 “3 3] St consecutive JAMES E. McCAULEY, Treasurer GEORGE SELLERS, Secretary 
9 1 dividend May 3, 1961 , 
April 13, 1961 
1 1 | 
STATES § May 196] 
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1960 1961 


Pacific Gas & Elec. 5% 21 19 
Pacific Gas & Elec. 5.50% —.. 14 12 
Pacific Gas & Elec. 6% -....... 30 32 
Pacific Lighting 4.36% 9 8 
Pacific Lighting 4.40% ca 1 
Pacific Lighting 4.50% —...... 14 13 
Pacifie Lighting 4.75% —.... 0 9 
*Pacific Lighting 4.75% 14 0 
Pacific Pwr. & Lt.5% — -_...- 0 1 
Pacific Pwr. & Lt. 5.64% —.. 3 3 
Pacific Tel. & Tel. 6% —...... 5 4 
Penna. Elec. 3.70% ............. 5 5 
Penna. Elec. 4.05% 11 12 
Penna. Elec. 4.40% _............- x 8 
Penna. Elec. 4.50% -........-.-.. 1 1 
Penna. Elec. 4.60% -.............. 11 12 
Penna. Elec. 4.64% _............ 0 1 
Penna. Elec. 4.70% - 5 5 
Penna. Gas & Water 4.10% 0 4 
Penna. Pwr. 4.24% _..... 2 6 
Penna. Pwr. 4.25% -.......-..-- 5 5 
Penna. Pwr. 4.64% es | 2 
Penna. Pwr. & Lt. 3.35% —.. 4 5 
Penna. Pwr. & Lt. 4.40% —.. 14 12 
Penna. Pwr. & Lt. 4.50% —.. 16 17 
Penna. Pwr. & Lt. 4.60% ... 4 4 
Penna. Pwr. & Lt. 4.64% —.. 1 0 
Pause. Rice: 1... 2 3 
Phim. Biec. $3.80 ___._.._...... 9 10 
Phils. Elec. $4.30 —__.__... 10 #610 
Phila. Elec. $4.40 _.............. 15 15 
Phila. Elec. $4.68 2% 
Phila. Sub. Water 3.65% —.. 1 i 
Phila. Sub. Water 5% aw oe 1 
*Piedmont Nat. Gas $5.50... 0 1 
Potomac Edison 4.70% 1 1 
Potomac Elec. Pwr. $2.44 _. 5 5 
Potomac Elec. Pwr. $2.46 _. 5 6 
*P. S. Elec. & Gas $1.40 -..... 9 4 
P. S. Elec. & Gas 4.08% 6 4 
P. S. Elec. & Gas 4.18% -..-..- 3 3 
P.S. Elec. & Gas 4.30% —..... 4 5 
P. S. Elec. & Gas 5.05% --.-.... 8 8 
Pub. Serv.—Colo. 4.25% _... 6 6 


Pub. Serv.—Colo. 4.64% -... 
Pub. Serv.—Colo. 4.90% -... 
Pub. Serv.—Ind. 3.50% -—.---- 
Pub. Serv.—Ind. 4.16% -.-.- 
Pub. Serv.—Ind. 4.382% —-..... 
*Pub. Serv.—Ind. 4.80% _...... 
Pub. Serv.—N. M. 5% --......- 
Pub. Serv.—N. M. 5.25% _. 
Pub. Serv.—Okla. 4% -........ 
Pub. Serv.—Okla. 4.24% __... 


Rochester G. & El. 4% 
Rochester G. & El. 4.10% -.. 
Rochester G. & El. 4.95% - 
Rochester Tel. 5% __.-.--...-.---- 
San Diego G. & El. 4.40% -.. 
San Diego G. & El. 4.50% - 
San Diego G. & El. 5% __.... 
San Diego G. & El. 5.60% _.. 
*San Jose Water 4.75% _...... 
Savannah El. & Pr. 4.36% - 
Scranton Spring Brook 
war 4209) .............. 
S. Carolina El. & Gas 4.50% 
S. Carolina El. & Gas 5% _.. 
S. Pittsburgh Water 4.50% _— 
S. Pittsburgh Water 4.70% 
S. Pittsburgh Water 5.25% 
Southern Cal. Edison 4.08% 
Southern Cal. Edison 4.24% 
Southern Cal. Edison 4.32% 
Southern Cal. Edison 4.78% 
Southern Cal. Edison 4.88% 
Southern Cal. Edison 5% 
Southern Cal. Gas 6% 
Southern Ind. G. & E. 4.80% 
*Southern Union Gas 4.64% _ 
Southern Union Gas 5% 
Southwest’n El. Pwr. 4.28% 
Southwest’n El. Pwr. 5% 

Southwest’n El. Ser. 4.40% 
Southwest’n G. & El. 4.28% 
Southwestern P. S. 3.70% -.. 


Southwestern P. S. 3.90% _.. 


Southwestern P. S. 4.15% __. 


1960 1961 
5 5 
0 1 
4 3 
6 6 
9 9 
8 i! 
0 1 
3 1 
1 1 
2 1 
3 2 
: 1 
3 3 
2 2 
1 1 
3 3 
5 5 
5 4 
1 1 
1 1 
5 3 
1 1 
2 3 
1 2 
2 1 
1 2 
6 5 
9 9 

15 18 

14 13 
8 8 
4 3 
4 6 
2 3 
1 1 
1 1 
1 0 
1 1 
2 0 
ti) 1 
1 1 
2 2 
4 4 


Southwestern P. 
Southwestern P. 
Southwestern P. 
Tampa Electric 
Tampa Electric 4.32% — 
Tampa Electric 5.10% 
Texas Elec. Serv. 4% —........ 
Texas Elec. Serv. 4.56% —- 
Texas Elec. Serv. 4.64% 
Texas Elec. Serv. 5.08% 
Texas Pwr. & Lt. $4 
Texas Pwr. & Lt. $4.56 _..... 
Texas Pwr. & Lt. $4.76 ___.. 
Texas Pwr. & Lt. $4.84 ___.. 
Toledo Edison 4.25% —........ 
Toledo Edison 4.56% 
Union Elec. $3.50 
Union Elec. $4 - 
Union Elec. $4.50 2 
United Gas Improve. $4.50 — 
United Illuminating $4.35 __ 
United Tel.—Penna. 4.50% 
Utah Pwr. & Lt. $1.28 __... 
Virginia Elec. & Pwr. $4.12 
Virginia Elec. & Pwr. $4.20 
Virginia Elec. & Pwr. $5 
Washington Gas Lt. $4.25 __ 
*Washington Gas Lt. $4.60 
Washington Gas Lt. $5 
West Penn Power 4.10% 
West Penn Power 4.20% . 
West Penn Power 4.50% 
West Texas Utilities 4.40% 
Wisconsin El. Pwr. 6% - 
Wisconsin Pr. & Lt. 4.40% — 
Wisconsin Pr. & Lt. 4.50% — 
Wisconsin Pr. & Lt. 4.76% — 
Wisconsin Pub. Serv. 5% 
Wisconsin Pub. Serv. 5.08% 


S. 4.36% -_.. 
S. 4.40% -. 
S. 4.60% -.. 
16% —. 


TRANSPORTATION 


Ala. Grt. Southern 6% 


_ 


DEF UINAWOWNOCAALH 





1960 1961 
1 Atch., Top. & Santa Fe 5% 
Carolina, Clinch. & 0. 5% 
Greyhound 4.25% .... 
Greyhound 5% __. o 
Kansas City Southern 4% 
Nashville & Decatur 7.50% 
Nat. Gas Pipe Line 5.75% 
Norfolk & Western 4% - 
Norfolk & Western 6% 
North Penna. 4% _.._..... 
Norwich & Worcester 8% 
Panhandle East. P. L. $4 
Phila., Germ. & No. R. R, $6 
Pitts., Ft. Wayne & Ch. $7 _ 
Reading 4% -......... E 
Rich., Fred. & Potomac 4% 
Southern 5% . 
Tenn. Gas Trans. 4.10% 
Tenn. Gas Trans. 4.25% 
*Tenn. Gas Trans. 4.50% 
Tenn. Gas Trans. 4.60% - 
Tenn. Gas Trans. 4.64% 
Tenn. Gas Trans. 4.65% 
*Tenn. Gas Trans. 4.72% . 
Tenn. Gas Trans. 4.90% 
*Tenn. Gas Trans. 5% : 
Tenn. Gas Trans. 5.10% . 
Tenn. Gas Trans. 5.12% 
Tenn. Gas Trans. 5.25% 
Texas East. Trans. 4.75% 
Texas East. Trans. 5% 
*Texas East. Trans. 5.35% - 
Texas East. Trans. 5.50% 
Texas East. Trans. 5.60% 
Texas East. Trans. 5.80% 
Texas East. Trans. 5.85% - 
*Texas Gas Trans. 5.25% - 
Texas Gas Trans. 5.40% 
Trans. Gas Pipe Line $2.55 - 
Trans. Gas Pipe Line $4.90 _ 
Trans. Gas Pipe Line $5.70 _ 
Trunkline Gas $5 _. 
Union Pacific 4% __.... 
Un. N.J. R.R. & Can. 10% 


1960 1961 
22 29 


1 
1 
1 
1 
1 
1 
2 
0 
1 
1 
2 
1 
4 
8 
1 
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SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 
Common Stock Dividend No. 89 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able June 14, 1961 to 
stockholders of record at the 
close of business on May 
31, 1961. 


Secretary 
Dated: April 29, 1961. 





W. S. TARVER, 





PHELPS 
CORPORATION 


| The Board of Directors has 
| | declared a second-quarter divi- 
| || dend of Seventy-five Cents (75¢) 
per share on the capital stock of 
this Corporation, payable June 
9, 1961 to stockholders of record 
May 22, 1961. 


M. W. URQUHART, 


DODGE 








UNION 
CARBIDE i 













A quarterly dividend of ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable June 1, 1961 
to stockholders of record at the close 
of business May 5, 1961. 


Joun F. SHANKLIN 
Secretary and Treasurer 


UNION CARBIDE CORPORATION 















































Air REDUCTION 


Company, Incorporated 


176" CONSECUTIVE 
COMMON STOCK DIVIDEND | 


The Board of Directors has de- 
clared a regular quarterly div 
dend of 624%¢ per share on the 
Common Stock of the Company, 
payable on June 5, 1961, to 
holders of record on May 18, 


1961. 


April 26, 1961. 


T. S. O'BRIEN, Secretary 


i- 


4.92% 


1961. 
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Treasurer. 
May 3, 1961 
| CENTRAL ILLINOIS 
PUBLIC SERVICE COMPANY 


SPRINGFIELD, ILLINOIS 


DIVIDENDS 


A dividend of Fifty-three cents (53¢) 
per share on the Common Stock has 
been declared, payable June 10, 1961, 
to stockholders of record at the close 
of business May 19, 1961. 


| 
Quarterly dividends on the 4%, 4.25%, | 
and 5.16% 
ferred Stocks have been declared, pay- | 
able June 30, 1961, to stockholders of 
record at the close of business June 16, 


C. C. Bredehoft, Treasurer 
April 26, 1961 





Cumulative Pre- 

















National 
Distillers 
and 
Chemical 
S. 
Corporation 
DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
30¢ per share on the outstand- 
ing Common Stock, payable on 
June 1, 1961, to stockholders 
of record on May 11, 1961. The 
transfer books will not close. 


PAUL C. JAMESON 


April 27, 1961. Treasurer 





TRUSTS AND ESTATES 
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One of a series of Pure Oil messages to stimulate travel by car 





‘‘With two kids, who’d ever think we could afford a Florida vacation? But when you travel 
by car, the transportation cost is the same for four as for one,” writes Howard Hummel of Chicago. 


“We drove from Chicago to Miami 
and back for *8692” 


The Hummel family 
followed the Firebird 
and discovered all over "VAS 
again that you see more (iH - ~“\ fe oo 
and spend less when | wg 
you travel by car. 





“The Civil War came alive ‘**We followed the Firebird 
for the kids when we made a__and got top mileage and per- 
stopover at Lookout Mountain formance with PURE Firebird 
near Chattanooga, Tennessee. Gasoline. PURE’s clean rest- 
My wife and I got a big kick rooms and ‘Royal Welcome 
out of it, too.” Service’ are tops, too.” 


**Most of the motels have 
TV sets in every room—and we 
didn’t even miss our favorite 
TV programs. Typical cost for 
all of us—$10 a night for a 
modern, air-conditioned room.” 





SEE HOW MUCH YOU SAVE 
WHEN YOU TRAVEL BY CAR 
(and think how much more you will see) 
CAR PLANE TRAIN BUS 





onan TO 
AND RETURN 


MILWAUKEE TO 
WASHINGTON, D.C. 


$86.92 | $367.62 | $268.84 | $214.83 





$51.02 | $202.95 | $118.79 | $140.91 Yes, it makes dollar and fun sense 














CINCINNATI TO 
NEW ORLEANS 


$53.85 | $262.67 | $107.69 | $129.91 
AND RETURN 























All cost figures for family of four (2 adults, 2 “‘half-price’’ chil- 
dren) including tax. Plane, train and bus costs are lowest-cost 
fares quoted as of March 9, 1961. Car costs (except Chicago to 
Miami) based upon 3¢ per mile for gas, oil and maintenance as 
estimated by recognized authorities. Cost of meals and lodging 
Not included in any of above figures. 


Follow the Firebird—as you travel by car. Fire up with powerful new 
PURE Firebird Gasoline and enjoy a car that runs better, farther. Stop, 
too, for helpful travel information wherever you see the “Traveling? We 


will help you” sign. 


“Vacation Planning Week” is May 21-27. 
Why not include your car in your vacation plans? 


May 1961 


cost of gas, oil and lube services at 
recommended intervals). 

And think how much more you see 
when you travel by car. Go where you 
want, when you want. Explore inter- 


esting sights along the way and after 


mi ie when you travel by car. The Hum- you get there without fuss or bother. 
ATLANTA — | $46.80} $212.85 | $ 96.86 | $117.70 mels traveled 3,275 miles (including | You save money on meals and lodg- 
MINNEAPOLIS TO side trips) from Chicago to Miami ing, too. With all the new motels and 
ae ieee and back for only $86.92 (the total restaurants, you’re sure to find what 


you want at the price you want to 
pay. (Your Pure Oil dealer can help 
you here—just ask him.) 
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THOMAS L. ROBEY 


gee STATISTICIAN TRYING TO FORE- 
cast the growth of industries is up 
against a formidable task in attempting 
to assign a hard and fast value to the 
effect of research. Nowhere is this more 
true than in the natural gas industry 
as it steps up basic and applied research 
studies. 

Conventional forecasts show annual 
natural gas production rising from 13 
trillion cubic feet in 1960 to 17.5 trillion 
cubic feet in 1970. For the most part, 
these estimates are based on predicted 
sales of domestic appliances, housing, 
and growth patterns of those industries 
that use natural gas in processing or for 
space heating. But the unknown quantity 
is the new uses for gas now under de- 
velopment or in the laboratory. 

Two devices already on the market 
illustrate what may come from research, 
the first a re-creation in modern form of 
the historic Welsbach mantle wedded to 
electronic controls. Starting as a novelty 
about four years ago, this new type of 
outdoor light has ridden the crest of the 
move to suburban living, with more than 
a million now installed and more than 
40 companies manufacturing them. 

Ornamenting driveways, patios and 
swimming pools with a yellow glow that 
repels insects, the lights can be dimmed 
and brightened electronically at dawn 
and dusk. The same type controls have 
been modified to create flashing signs 
for stores, offices and service stations. 


ON THE ENERGY FRONT ... 


Tt. L. Sey” 


*Guest of Columnist Robert Resor 





INCREASED RESEARCH SPURS GROWTH 
OF NATURAL GAS INDUSTRY 





The author is Director of Research for 
the American Gas Association and a grad- 
uate of Johns Hopkins University. He served 
14 years with the Washington (D.C.) Gas 
Light Co. before joining AGA in 1948. 

With over 60 individual research projects 
making up a $2.5 million dollar program 
under his direction, he is uniquely qualified 
to appraise the potential of the gas industry. 





Gas lights and signs already installed 
constitute a new market for billions of 
cubic feet of gas annually. 


The second, equally modest in nature 
but dynamic in its potentialities, is the 
Schwank radiant burner and_ other 
burners utilizing similar principles. 
Everyone is familiar with the radiant 
gas space heater which gains extra “heat 
throw” by heating a ceramic grid to in- 
candescence. The Schwank burner adapts 
this principle to a ceramic core pierced 
with hundreds of small holes through 
which a mixture of gas and air flows 
and burns on the outer surface. The re- 
sult is a compact, extremely efficient unit 
which has been seized upon by both in- 
dustries and homeowners for a multi- 
tude of uses. 


The Schwank burner, in operation, 
gives off a dull red glow like a heat 
lamp. The basic unit is smaller than a 
copy of The Reader’s Digest and can 
be mounted in multiples of four, eight, 
etc. to create a heat surface of desired 
area and “throw.” The effect of these 





burners in outdoor heating is to create 
a tropical “sun” independent of weather 
or temperature. Applications already in- 
clude heating race track grandstands, 
railroad station platforms, jet airplane 
maintenance hangars, factories, parking 
lots, department store entrances, outdoor 
restaurants, street approaches to depart- 
ment stores and supermarkets, and the 
areas around swimming pools and home 
terraces. 

The new burner has also become an 
important construction tool. It is used 
by contractors, either with utility gas or 
tanks of LP-gas, to dry the plaster in 
new buildings and thereby speed up 
building. In the kitchen it has solved 
that age-old problem of how to broil on 
both sides at once; some new gas 
broilers have radiant burners on each 
side and the meat is hung vertically be- 
tween them. One manufacturer has de- 
veloped a range with radiant burners in 
the top which cook meals through a 
tempered glass plate. 

There seems little doubt that the 
radiant gas burner has only begun to 
exploit its potential market for outdoor 
and large-scale heating. On the drawing 
boards are weather-proof stadiums and 
ball parks with sliding roofs. Radiant 
burners may be the logical heat source 
for such structures because they supply 
instant warmth to spectators without 
having to heat the large volume of air 
around them. 








Gas turbine power to provide light, heat, air conditioning is planned for the South Park High School in Beaumont, Texas. 
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Snow elimination for urban centers 
isconsi: ered feasible where ample quan- 
tities o' natural gas are available for 
intermi'‘ent winter use. The huge cost 
of snov semoval in major cities and the 
indirect costs of traffic and business dis- 
locations may make economic the use 
of high energy radiant heat sources in 
key business sections to cut down the 
yse of costly machines and manpower 
that can be used to better effect in out- 
lying areas. 

So far there are no reliable estimates 
of the overall effect that new uses of 
radiant heating will have on natural gas 
consumption. In certain northern areas 
its effects on year-round rate of demand 
(load factor) may not be favorable. For 
some applications it will be simply a 
substitute for another form of gas heat- 
ing or processing but it will unbuestion- 
ably create a new, high-volume, market 
for natural gas. 


Building Summer Business 


A great deal of the natural gas in- 
dustry’s effort both in operations and re- 
search is devoted to balancing year- 
round demand; in other words, attain- 
ing a 100% load factor. The cost of fa- 
cilities and of capital places a premium 
on maximum use of pipelines and dis- 
tribution systems, hence considerable re- 
arch is directed toward developing 
new or better appliances that constitute 
a year-round “base load” or help fill in 
the “summer valley” of reduced de- 
mand. 

One example is the intensive research 
now going into gas air conditioning. 
This ranges from development of a free- 
piston engine-compressor to an extra 
lng life reciprocating engine and a 
arch for entirely new motive units for 
mechanical compressor-type air condi- 


} toning units. At the same time other re- 


earch projects are seeking more effi- 


tient ways of applying the absorption 
] principle to air conditioning. This is the 


method of cooling used in most re- 
frigerators and a large share of the gas 
tntral air conditioning units now in- 


stalled. 


Increasing its share of the refrigera- 


} or market will give gas more appliances 


that tend to use increased quantities of 
gas in the summer. Greater use of gas 
air conditioning will also serve to offset 
the distorted sales pattern due to winter 
heating sales. Research on new “plug- 
in” appliances is another aspect of the 
‘same search for summer business. One 
larget is the home charcoal grill market 
which consumes 500,000 tons of char- 
coal a year. Gas-fired portable outdoor 
grills already on the market use the 
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same type of permanent ceramic briquets 
now familiar in hamburger restaurants 
from coast to coast. 


Electricity from Gas 


While indiivdual manufacturers are 
stressing product development, an amaz- 
ingly comprehensive research program 
is being carried out by the gas com- 
panies through the American Gas As- 
sociation. The word “amazingly” is 
justified, because in this day of multi- 
billion dollar national research expendi- 
tures, the A.G.A.’s appropriations seem 
modest indeed. Yet, the projects under- 
taken may have far reaching effects on 


the U. S. energy pattern a few years 
hence. 

The A.G.A. program calls for an ex- 
penditure of some $3 million during 
1961 with projected increases during 
the next several years. This budget 
covers approximately 75 separate 
projects in 25 university and commer- 
cial laboratories. High on the priority 
list of long range projects are those deal- 
ing with generation of electric power di- 
rectly from natural gas without inter- 
mediate burning in boilers. Like others 
in the energy field, researchers are in- 
vesting all four known principles: the 
fuel cell, thermo-electric devices, ther- 





CINCINNATI... a city of stability and vitality 
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Ahead of schedule: 


this $300,000,000 new look 
in the city closest to America 


Look down. South toward the Airport. East. West. Out toward the 
spreading suburbs to the North. Everywhere you see concrete 
evidence of the Cincinnati Industrial Area's vigorous answer to the 
challenge of the ‘60's. 


You see traffic already streaming over broad new expressways that 
keep growing mile by mile. You see vast acres adjacent to down- 
town Cincinnati now cleared of slums, ready for planned new apart- 
ments, office buildings and plants. You see what more than a 
quarter of a billion dollars in federal and local funds are doing to 
give Cincinnati the newest look in America by 1962. 


You see evidence that private capital has been busy, too. In the 
past 10 years, over fifteen billion dollars have been poured into a 
1,000-mile stretch of the Ohio River valley by new and expanding 
industries. And over $571,000,000 of it has gone into capital in- 
vestments in the Greater Cincinnati Industrial Area. 


Among the Area's powerful attractions has always been adequate 
power. The Cincinnati Gas & Electric Company has invested over 
$271,000,000 in the past 10 years to keep ahead of the Area's ex- 
panding gas and electric needs. These needs are expected to 
double again in the next 10 years. The company will be ready. 


The Cincinnati Gas & Electric Company 


The Union Light, Heat and Power Company 


Serving homes and industry in the Greater Cincinnati Area with an adequate and dependable supply of gas and electricity 
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mionic and magnetohydrodynamic gen- 
erators. Immediate goals are to provide 
practical electric power for gas appli- 
ances and devices that now require elec- 
tricity to operate auxiliary equipment. 

One such appliance is the home gas 
furnace which requires electric blowers 
to circulate warmed air. An _ experi- 
mental furnace has been built which 
uses semi-conductor thermocouples to 
generate sufficient power from the gas 
flame to operate the blowers. The ulti- 
mate goal, of course, is commercial 
power generation using some high-efh- 
ciency device such as the fuel cell in 
large quantities. The gas industry is 
committed to a long range search for a 
“package power plant” for the indi- 
vidual home. In final form such a plant 
would combine the necessary number of 
cells together with an AC converter to 
power the lights and appliances of a 
modern home and the goal is a “self- 
liquidating” plant that would pay for 
itself in a reasonable period. 

Fuel cell research by AGA and in- 
dividual companies covers the entire 
range from high-temperature, high-pres- 
sure cells, both liquid carbonate and 
solid oxide types, to low pressure, low 
temperature cells. 

A most interesting new development 
is a joint venture of Northern Natural 
Gas Co. and the Houdry Corporation to 
step up fuel cell efficiency through de- 
velopment of improved catalysts. 

The rewards for success in this field 
are potentially go great that all fossil 
fuel industries, plus the electric indus- 
try, are deeply engrossed in fuel cell 
work. And as often happens nowadays, 
the gas industry has some major allies 
in the more exotic defense industries, 
including makers of space vehicle com- 
ponents. [t may well be that solutions for 
the economic use of methane in fuel cells 
will come from parallel outside research. 


High Temperatures Look Promising 


Another area being stressed is in- 
vestigation of the nature of combustion 
and how it can be combined with other 
chemical reactions to achieve heats and 
perform tasks which previously defied 
the most advanced technology. Engineers 
are trying to detemine the thermody- 
namic properties of an electrical cur- 
rent superimposed on a gas flame. This 
may turn out to be more economical for 
generating extremely high temperatures 
than present methods. 

Independent research and develop- 
ment of a type of high temperature 
source that resembles the radiant burner 
is being conducted by American Ther: 
mocatalytic Corporation. Unlike the 
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Modern Welsbach gas mantles with automatic controls welcome visitors to more than a 


million homes. 





Schwank burner which depends upon 
the simple heating and infra-red emis- 
sion of a ceramic plate, the Thermo- 
catalytic Corporation’s “Pyrocore” com- 
bines_ special catalysts in a porous 
ceramic tube. Natural gas premixed with 
air is forced through the core under 
pressure. After being ignited electrically, 
combustion gases raise the temperature 
of the catalytically activated core to 
more than 2,000 degrees and the core 
remains flamelessly incandescent as long 
as gas is fed to it. 

While still in the development stage, 
these revolutionary heat generating units 
are serving a variety of industries for 
special heat processing applications. 
These and other units approach 100% 
efficiency, and hence will unquestion- 
ably be adapted to create smaller, more 
efficient home central heating systems. 

The competitive interplay between gas 
and electricity for many domestic, com- 
mercial and industrial markets has been 
a considerable factor in determining the 
direction of some research projects 
An example is the study of new archi- 
tectural and process applications for the 
gas turbine. One aspect of this picture 
is development of high frequency (400 
cycle or more) power for industrial 
lighting. It has become feasible—even 
desirable in some applications—to gen- 
erate on-site electric power rather than 
purchase it from a utility. ; 

Recently, the firm of Goleman and 
Rolfe made a detailed report to educa- 
tors and architects on the feasibility of 
a new compact high school to be lighted, 
heated, cooled and powered by a gas 
turbine. The report noted that in many 
areas operating costs would be lower 
with gas than with electric power. The 
secret of the low cost factor is the mul- 
tiple application of the turbine’s energy. 
Under the proposed system, the turbine 
generates both 60-cycle power for ap- 


pliances and high frequency power for 
lighting. Waste heat from the turbine is 
used for air conditioning through ab- 
sorption type cooling units. 

The compact school itself is a rela- 
tively new concept employing a window- 
less, box-like building which can even 
be installed below ground. The school is 
independent of weather and the learning 
environment is controlled by the use of 
flexible lighting, movable partitions, dis- 
plays, etc. When powered by gas—with 
its underground supply lines — the com- 
pact educational unit becomes just 
about as self- sufficient as is possible. 
Similar use of gas turbines has already 
been made by commercial organiza- 
tions. 


Progress in Pipeline Technology 


Last year, a subsidiary of the Colum- 
bia Gas System, in collaboration with 
Pratt & Whitney and Copper-Bessemer, 
adapted a regular J57 aircraft turbo- 
jet engine to run a remote-controlled gas 
pipeline compressor station. From latest 
reports this unique installation is func- 
tioning well and proving out the hopes 
of its inventors, with low cost and ease 
of replacement inherent in a mass-pro- 
duced unit as benefits. Other users of 
stationary power are watching the re- 
sults of this full-scale experiment. 

Progress in pipeline technology is 
also worth watching closely. To meet 
estimated future demand, transmission 
companies will have to streamline opera- 
tions to- offset rising costs of materials, 
labor and gas itself. Automation of con- 
trols and metering became general in 
the 1950’s with the establishment of 
micro-wave relay systems on most major 
pipelines. Now the industry is experi 
menting with the use of the pipeline it- 
self as a vehicle for communications. 

The A.G.A. research committee con- 
cerned with this matter has demon- 
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strated that, by use of circular wave 
guide ‘-chniques, it is possible to use 
large di umeter pipelines for voice com- 
munications. A ten-mile stretch of 30- 
inch, eoxy resin coated pipeline was 
employ«:! for the first successful experi- 
ment, aid indications are that pipelines 
may become an economic supplement to 
microwave transmission. 

A “far-out” project of pipeline re- 
search is directed toward finding im- 
proved ways of making a long range 
weather forecast. Coupled with com- 
putorized dispatching techniques, this 
is expected to achieve further depend- 
ability and economy in pipeline opera- 
tions. Several systems have become so 
complex that the supply, demand, and 
operations variables are too numerous 
for even the most skilled dispatcher to 
analyze and make decisions about with- 
out electronic aid. Employment of spe- 
cial computers, therefore, is already sav- 
ing hundreds of thousands of dollars by 
matching pipeline shipments today to 
anticipated needs of customer utilities 
five days from now. 

Since billions of cubic feet of gas are 
transported every day in the year, even 
minor errors in estimating demand be- 
come important. Unlike electricity which 
travels with the speed of light, gas, 
though invisible, has plenty of body to 
itand moves at about 25 miles an hour 
between compressor stations. To in- 
crease the efficiency of movement, pipe- 
line researchers are experimenting not 
only with new control techniques but 
also with new plastic interior coatings 
for the pipe. 


“Freezing” Gas 


Allied with pipeline research are de- 
velopment projects to increase under- 
ground storage capacity. Suitable de- 
pleted gas fields near metropolitan con- 














Modern gas stove design offers convenience 
and smart appearance, plus automatic con- 
trols unknown to our mothers. 
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suming areas are limited in number so 
that various alternatives are being 
studied. Some of these are not only prac- 
tical, but promise to yield economic ad- 
vantages even when the storage facility 
is relatively small. 

One of the most promising “non-con- 
ventional” techniques is storing lique- 
field natural gas at -259 degrees Fahren- 
heit at atmospheric pressure in buried 
concrete tanks. In addition, a number of 
utilities, including a group of New 
England gas companies, are now evaluat- 
ing plans to install liquefied gas storage 
plants. 


gas is a most significant potential de- 
velopment. Liquefaction of gas is not 
new; it was tried with varying degrees 
of success in the 1940’s and then aban- 
doned. But with modern techniques of 
refrigeration, “freezing” natural gas 
promises to become of great importance. 

The New England plant will be a 
“standby” plant for use only on the 
coldest days to provide extra gas for 
heating. Therefore, no provision will be 
made for using the waste refrigeration 
capacity created as the gas is “thawed 
out” and vaporized. However, in another 
experiment—the transportation of liqui- 











The research technology of liquefying fied natural gas by ship—using the cool- 




















1960 


Southern Natural Gas 
tops a decade of Growth 
with The Industrial Southeast 


1960 was a good year for the still-booming Industrial Southeast—and for Southern Natural Gas, 
growing along with the region. In service to our customers—in total facilities—in revenues— 
the year was our best to date. Here are some highlights of Southern Natural’s progress in the 
last ten years: 


Daily Volume of 
Operating Net Dividends Delivery Capacity Gas Sold 
Revenues Income Paid (Million Cubic Feet) (Billion Cubic Feet) 
1960 $130,986,000 $11,299,000 $9,927,000 1,365 356.47 
1955 69,326,000 8,534,000 5,807,000 990 264.11 
1950 27,136,000 5,338,000 3,344,000 506 142.04 


These results indicate a ten-year increase of about 250% in pipeline delivery capacity and volume 
of gas—nearly 300% in dividends. It is good to see this practical justification of our investment 
in The Industrial Southeast, including our recently completed expansion program, costing 
$100,000,000. 


For a complete copy of our 1960 Annual Report, write to Department TE 


SOUTHERN NATURAL GAS COMPANY 


WATTS BUILDING, BIRMINGHAM, ALABAMA 
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COMMON STOCK 
DIVIDEND 


The Board of Directors of Central 
and South West Corporation at its 
meeting held on April 18, 1961, de- 
clared a regular quarterly dividend 
of twenty-five and one-half cents 
(25%c) per share on the Corpo- 
ration’s Common Stock. This divi- 
dend is payable May 31, 1961, to 
stockholders of record April 28, 1961. 


LrEroy J. SCHEUERMAN 
Secretary 


CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 








NATIONAL 
BATTERIES, INC. 


Manufacturers of a complete 
line of automotive, industrial 
and military storage batteries 


plus motive specialties. 


A REGULAR 

QUARTERLY DIVIDEND 
of 30c per share on Common 
Stock, was declared by the 
Board of Directors on April 11, 
1961 payable June 15, 1961 
to stockholders of record on 
June 1, 196i. 

A. H. DAGGETT 
Chairman 


ST. PAUL 1, MINNESOTA 
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h. J. Reynolds 
Tobacco Company 


Makers of 
Camel, Winsion, Salem & Cavalier 
cigarettes 
Piince Albert, George Washington 
Carter Hall 
smoking tobacco 














QUARTERLY DIVIDEND 


A quarterly dividend of 65c 
per share has been declared 
on the Common Stock of the 
Company, payable June 5, 
1961 to stockholders of rec- 
ord at the close of business 
May 15, 1961. 


WILLIAM R. LYBROOK, 
Secretary 
Winston-Salem, N. C. 
April 14, 1961 
Sixty-one Consecutive Years of 
Cash Dividend Payments 





ing power of the gas is just as definitely 
a part of the economic equation as the 
byproduct parts of the pig are in a meat 
packing plant. In fact, one use of such 
byproduct cold would be in meat freez- 
ing. 

Potentially, the sea transportation of 


_ natural gas in frozen, liquified form 








>romsies ultimately to substantially in- 
crease our gas supplies. The question of 
whether it will do so is a three-cornered 
conundrum of research, economics, and 
politics—the latter because such ship- 
ments would, in the future, be likely to 
be imported from gas-rich countries 
now lacking adequate markets. 


Although marine transportation is in 
the experimental state it is possible to 
make certain tentative conclusions. First, 
research unquestionably offers future 
improvements in refrigeration efficiency. 
Second, research can develop new ways 
of using the energy developed in the 
liquefaction process: the waste heat 
thrown off when the gas is cooled to the 
-259 degree liquifying point, and the 
cooling capacity of the gas when it is 
again vaporized after the voyage. In 
addition, new discoveries in insulation 
will have a bearing on the economics of 
this method of transporting gas. It is 
quite conceivable—so fast has the in- 
dustry developed—that within 10 years 
a percentage of the natural gas con- 
sumed on the Eastern Seaboard will be 
imported from Venezuela, Mexico, North 


Africa or the Middle East. 
If this seems unlikely, consider the fact 


that only 15 years ago New York, Bos- 
ton, and Philadelphia were served en- 





tirely by manufactured gas; gas heat in 
this area was only for the wealthy; and 
none of the three major pipeline systems 
that now transport billions of cubic feet 
of gas to the East on a winter’s day were 
even in existence. Or, consider that the 
metropolitan area of Los Angeles was 
served entirely by indigenous California 
gas supplies. Today 80% of the gas used 
in California comes from outside the 
state. 


New Sources of Gas 


The answers to where future suppliers 
of gas will come from depend largely on 
research and engineering. Limited ex. 
ploration of the past five years indicates 
that most prolific new areas will be 
under the Gulf of Mexico. Improved 
techniques have already reduced the ex. 
tremely high cost of drilling to find new 
reserves in the Gulf but what gas pro. 
ducers are waiting for is a method of 
drilling that offers economic advantages 
over rotary drilling as significant as the 
latter did over early cable tool rigs. 
Both Americans and Russians have de- 
veloped allegedly revolutionary drilling 
tools but both are yet to be fully proven 
in the field. 

After one has examined latest develop. 
ments in finding and producing gas and 
compared them with the equal ingenuity 
with which technologists are developing 
ways to use gas, the question naturally 
arises: what will happen when available 
gas becomes inadequate? 

Even though this day may never come, 
the industry is seeking new sources of 
synthetic gas to assure its future ability 

(Continued on page 457) 
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if The Board of Directors has this day 
| declared the following dividends: | 
| 
TEXAS | prererReD DIVIDENDS 

| Payable July 1, . to stockholders of | 
GAS reee4s90% Prek 196 1 roy | 

referre oc egular Quar- 
| . terly Dividend of $1.24 | 
5.40% Preferred Stock—Regular Quar- | 

! 5.25% S reid a Peclee volig Foun Con- 

econ referre oc (7) 
DIVIDEND | " vertible Requiss, Quarterly | 
NOTICE | : Dividend of $1.312 | 
| COMMON DIVIDEND | 
| Regular quarterly dividend of 37% cents on | 
| the Company’s Common Stock, payable on | 
owen gg to to stockholders of Record l 
Ma ; 

aN . or E.0.Stoothoff | 

h, | May 10, 1961 Secretary 
om oo) J | 
\ y, TRANSMISSION | 
| TEXAS GAS CORPORATION | 
i Owensboro, Kentucky | 
{ SERVING THE BIG RIVER REGION ] 
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GOOD YEAR 


May 1961 


SOHIO 
HAD A 


IN 
1960 


Results for 1960 were favorably 
influenced by record sales of our 
branded products, increased operating 
efficiencies of the Toledo integrated 
refinery and other new facilities, and 
further progress in our efforts to re- 
duce costs. The total physical volume 
of petroleum products sold was slightly 
below 1959, reflecting lessened demand 
for industrial products, particularly 
heavy fuel oil. 


Our market position was strength- 
ened in 1960 through continued mod- 
ernization and expansion of marketing 
facilities, further improvement in our 
products and services, and aggressive 
advertising and promotion. Plans for 
1961 provide for the continuation of 
these efforts as part of a long-term 
program to meet the increasing tempo 
of competition in the oil industry. 


° 






HIGHLIGHTS 
1960 
Net sales and 
operating revenue . .$371,676,705 
Earnings . -$ 24,661,984 
Earnings per share of 
common stock . $4.94 
Dividends per share of 
common stock . $2.50 
Capital expenditures . -$ 34,736,222 
Net production of crude oil 
and other liquid hydro- 
carbons — barrels . 14,402,263 
Petroleum products 
sold — barrels . 47,343,105 
Crude oil processed at 
refineries — barrels . 50,254,152 


for a copy of Sohio’s 1960 Annual Report, write to the Secretary, Room 1416: 


THE STANDARD OIL COMPANY 


(AN OHIO CORPORATION) 


Midland Building 


Cleveland 15, Ohio 


1959 


$368,087,538 
$ 25,060,769 


$5.02 


$2.50 


$ 40,434,599 


14,213,465 


47,549,929 


50,729,890 
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453 








HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 
























































































































































1 2 3 4 5 6 7 8 9 10 
PORTFOLIO PRINCIPAL PERFORMANCE INCOME 
POLICY Base (100): Bid Price 6/30/50 
For detailed explanation as to cet Net Investment 
selection and interpreation of k —_— Dividend % on 
data see July 1959 issue, p. 690. %o common stocks, : aver. month-end 
lower grade bonds & 6/30/50 4/28/61 clits att 
ferred stocks / “a Bid& Bid ~ ll 
- Pre-War 4/28/61 Cn ale Last 5-Yr 
Recent 5-Yr. range | 12/30/39 Low High Distr. 12 Mos. Avg. 
BALANCED FUNDS 72.3 95.6 217.4 215.4 170.3 3.20 3.31 
1 American Business Shares 56.0 59.5 48.6 72.4 97.5 166.5 165.0 117.6 3.28 3.47 1 
2 Axe-Houghton Fund “A” __. 66.4 66.4 49.4 63.1 96.3 213.1 212.1 140.8 3.37 2.81 2 
3 Axe-Houghton Fund “B” _| 74.7 77.1 67.7 | 55.5 959 (232.8 | 232.4 182.0 | 2.61 2.99'°3 
4 Boston Fund = 60.9 72.2 ~ 54.1 69.4 95.5 235.5 | 233.5 181.2 2.92 289 4 
5 Commonwealth Investment Co. 63.0 74.3 59.7 57.6 84.0 218.1 216.5 177.6 2.86 3.01 5 
6 Diversified Investment Fund, Inc. —______ ss 68.3 73.7 63.7 — 88.0 2224 | 219.3 170.9 3.55 3.86 6 
7 Eaton & Howard Balanced Fund 65.6 70.9 59.9 67.0 96.3 214.4 213.5 180.2 3.07 2.96 7 
8 Fully Administered Fund (Group Securities) — 76.6 78.9 68.3 87.0 964 175.1 173.3 141.4 3.82 3.82 8 
9 General Investors Trust 64.5 80.7 55.4 O17 942 217.8 209.2 147.9 3.68 3.79 9 
10. Investors Mutual —.. NA NA NA — 96.3 207.2 | 205.6 184.1 3.20 3.43 10 
11 Johnston Mutual Fund 76.4 79.9 56.4 — 96.6 285.9 281.9 235.0 2.08 2.81 11 
12 Massachusetts Life Fund —_. 64.7 69.2 58.0 == OFS 2968 a2 1712 3.11 3.10 12 
13 National Securities—Income series —.___. 82.7 91.8 82.7 — 96.8 188.3 184.2 143.7 4.57 4.74 18 
14 Nation-Wide Securities 63.0 63.0 54.4 82:3 97.2 1982 196.4 158.5 3.31 3.47 14 
15 George Putnam Fund 75.4 75.4 63.3 83.5 97.5 266.2 264.1 213.7 2.64 2.96 15 
16 Scudder Stevens & Clark Balanced Fund __.... 70.4 70.4 58.7 146 S13 1055 194.7 155.0 3.04 3.09 16 
17 Shareholders Trust of Boston 65.38 72.9 49.0 — 96.3 229.3 226.5 166.1 3.58 3.66 17 
18 Stein Roe & Farnham Balanced Fund ——____ -| 67.9 67.9 51.6 — 96.8 266.0 | 263.1 208.1 2.86 2.78 18 
19 Wellington Fund 66.2 68.0 57.8 70.9 97.3 216.7 215.0 170.9 3.03 3.12 19 
20 Whitehall Fund 55.3 58.0 50.4 — 95.8 211.9 210.7 159.3 3.50 3.53 20 
FLEXIBLE FUNDS 73.3 95.8 267.5 257.6 206.5 2.77 3.04 
21 Broad Street Investing Corp. 89.3 89.3 77.3 65.1 93.7 299.8 296.8 244.4 S22 S44 31 
22 Delaware Fund 89.1 94.3 84.3 69.38 95.8 262.7 260.6 184.5 2.56 2.79 22 
23 Dreyfus Fund 92.1 99.9 52.7 — 96.6 450.7 446.1 376.2 1.87 2.00 23 
24 Fidelity Fund 96.4 96.4 80.2 — 95.4 326.5 320.3 258.8 2.59 3.01 24 
25 Institutional Foundation Fund —...._______. 75.5 88.5 75.5 — 95.5 255.8 252.4 188.5 8.40 3.77 25 
26 Knickerbocker Fund 94.0 95.5 63.0 101.0 96.4 196.1 191.4 129.3 3.12 3.34 26 
27 Loomis-Sayles Mutual Fund 75.3 75.3 49.5 60.5 96.6 206.1 205.1 150.4 2.98 3.07 27 
28 Mutual Investment Fund _. 85.3 85.3 55.8 84.6 95.7 190.3 189.4 143.0 2.87 2.93 28 
29 New England Fund 63.5 66.8 53.2 78.4 97.2 190.9 | 189.3 141.5 3.26 3.47 29 
30 Selected American Shares ST.7 8770 Sil 74.0 94.3 267.8 266.2 182.9 241 2.87 30 
31 Sovereign Investors 96.4 96.7 91.3 98.3 98.2 289.1 | 285.1 255.8 3.35 3.60 31 
32 State Street Investment Corp. 87.2 938.9 81.2 56.8 95.3 239.5 238.9 156.1 2.29 2.48 32 
33 Wall Street Investing Corp. oad 85.5 88.2 80.6 — 96.1 302.9 298.9 272.0 2.52 2.85 38 
34 Wisconsin Fund, Inc. 95.3 98.2 17.4 54.8 95.4 267.8 | 265.2 207.6 2.30 2.93 34 
COMMON STOCK FUNDS 65.3 94.7 339.5 335.8 266.7 2.51 2.73 
35 Affiliated Fund* 89.3 89.9 84.5 61.0 93.6 265.7 262.8 195.7 2.96 3.21 35 
36 Bullock Fund 87.6 88.5 76.7 68.0 94.6 297.1 294.2 216.7 2.71 2.76 36 
37 Dividend Shares 90.9 91.0 81.6 73.5 98.6 266.5 | 263.9 211.5 2.72 2.95 37 
38 Eaton & Howard Stock Fund 89.7 89.9 78.3 62.2 95.2 345.8 342.1 301.6 235 2.38 38 
39 Fundamental Investors 98.5 99.2 96.7 54.5 94.4 325.3 | 321.9 267.8 2.27 2.59 39 
40 Group Securities—Common Stock — 94.8 99.1 90.4 — 95.1 258.4 | 254.2 199.4 3.92 4.28 40 
41 Incorporated Investors 89.0 96.3 82.4 59.8 96.6 326.8 321.9 223.4 1.99 2.18 41 
42 Investment Company of America 75.1 95.5 74.5 64.1 94.1 331.3 329.8 225.9 230 2.48 42 
43 Keystone Growth Common (S-3) — NANA WHA 71.7 97.4 373.4 | 368.9 250.5 1.90 2.10 48 
44 Massachusetts Investors Growth Stock Fund -.. 96.5. 99.7 92.9 69.6 94.7 467.2 462.2 398.4 1.45 1.66 44 
45 Massachusetts Investers Trust 98.3 99.7 97.3 76.6 95.3 350.0 346.8 313.2 2.82 3.06 45 
46 National Investors —......____.... 99.6 99.6 96.4 57.6 92.7 4384.8 429.3 344.6 1.57 2.02 46 
47 National Securities—Stock Series —______.. 95.7 98.9 93.9 — 93.6 247.0 | 240.9 179.2 4.16 4.33 47 
48 T. Rowe Price Growth Stock Fund — 84.4 87.8 72.1 — 946 506.7 | 501.7 418.9 1.73 1.96 48 
49 Scudder Stevens & Clark Common Stock Fund... 97.6 99.2 91.6 — 94.5 329.0 | 327.4 270.4 2.45 2.55 49 
50 United Income Fund 94.2 97.1 89.3 — 95.4 307.4 | 305.0 249.6 2.89 3.26 50 
500 STOCK INDEX (Standard and Poor’s)® -— = — 70.7 94.3 376.9 369.2 ‘tat ‘eel os 
CONSUMERS PRICE INDEX (B.LS.)2 WW. — — as 58.5 100.0 125.2 _ x: = = 

















n—Adjusted to June 30, 1950 base; *—-Leverage operated until 2nd quarter 1950; Italics indicate ex-div. or high or low price reached during current month. 
NA—Not available. 
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Jra Haupt Sponsors for Federal income tax purposes and 
First Municipal Trust Fund interest on the underlying bonds 
which is exempt from Federal income 

Municipal Investment Trust Fund A, tax under the Internal Revenue Code 
the first fund passing through to in- of 1954 when received by the Trust 
vestors the tax free status of municipals Fund will retain its status as tax- 


exempt interest when distributed to a 
Certificateholder. 
Under this ruling each Certificate- 


held in its portfolio, has finally been 
made available to the public after sev- 


eral years of hard and at times extreme- holder will be considered the owner 
ly discouraging spade work on the part of a pro rata portion of the Trust Fund 
I -™ a aa fe hide ie er . under Section 676(a) of the Code, 


and each Certificateholder will have 


mutual fund and does not get its non-. a taxable event when the Trust 


taxable status under Subchapter M of Fund disposes of a bond (whether 
the Code applicable to regulated invest- by sale, exchange, redemption or 
ment companies. The fund was created payment at maturity) or when the 
Certificateholder redeems or sells his 
through a trust agreement between the Certificate. The tax cost of a Unit 
Haupt firm, who headed the group that to a Certificateholder will be the sum 
put the portfolio together and under- of his per unit tax cost for each of 
wrote the offering, and the Morgan the bond issues held in the Trust 
C 7 C f N York. Th Fund. Therefore, as a result of the 
uaranty trust Uo. of New — P tax cost reduction requirements of 
bank as trustee holds the securities and the Internal Revenue Code of 1954 
for ordinary administrative services re- relating to amortization of bond 
ceives a fee at the rate of 2/10 of 1% premium, under some circumstances 
f the first $5 milli a Certificateholder may realize tax- 
a © . —_ a able gain when Units are sold or re- 
age assets value and 1/10 of 1% on deemed for an amount equal to his 
the value in excess of that amount. The original cost. 


approximate size of the fund is $10 
million. No additional units will be 
made available, nor can any substitu- 
tions be made in the securities of the 
initial portfolio. 

The tax status is detailed as follows 
in the prospectus: 


The commission cost to the public 
was 4% of the offering price. The offer- 
ing price of the certificates was based 
or the offering price of the underlying 
portfolio securities while redemption 
value will be determined by a weekly 
valuation based on the bid prices of the 

Pursuant to a ruling of the Com- municipals. Before redeeming, however, 
missioner of Internal Revenue dated the sponsor firm is notified by the bank 
March 9, 1961 and it can buy back the certificate at 

the Municipal Investment Trust ; . 

Fund, Series A, will not constitute an the redemption price. It can then re- 
association taxable as a corporation sell the unit preventing attrition of the 
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EATON & HOWARD 7S 
BALANCED FUND EATON & HOWARD 
Investing in bonds, preferred, and common 24 Federal Street, Boston 10, Mass. 
stocks for current income and possible 
growth of principal and income 
... since 1932 
Prospectus available from your Investment 
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fund and getting the 4% commission 
on resale. 

The portfolio was originally selected 
by the Haupt firm and seven other un- 
derwriters. This list was then submitted 
to Standard and Poor’s for approval. 
Among other factors, all bonds were 
required to have a minimum rating of 
“BBB,” prices were to compare favor- 
ably with other tax-exempts of compar- 
able quality and maturity, and issuers 
were to be as widely diversified geo- 
graphically as possible. The yield to the 
investor is a shade above 4% and thus 
maturities are necessarily long; with 
the exception of $300,000 principal, all 
originally deposited bonds extend out 
at least twenty years. 

Convenience and supervision are fac- 
tors which the sponsors of the fund 
claim are the special advantages of their 
new package. Additionally, the active 
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SHARES, Inc. 


—a Mutual Fund investing in 
stocks selected for possible 
long-term growth 


Priced at Net Asset Value per share plus 3% 
on investments under $2,000, and down to 
1% on investments of $25,000 or more. Re- 
demption and reinvestment at 100% of Net 
Asset Value. 


Ask for a prospectus 


describing the Fund—reviewing 
its objectives, its record, its in- 
vestments, and offering its shares. 
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man of means, particularly the profes- 
sional man, often has limited sums of 
money available periodically which do 
not permit wide diversification necessary 
to protect him in such high yielding 
tax-free debt issues. The professionally 
expert selection of bonds is also not 
available to either many individual in- 
vestors or small institutions. Still very 
conscious of the delegation bugaboo 
when fiduciaries are involved. [ra Haupt 
points out that this problem is non-ex- 
istent in its fund whereas it is still a 
very live issue with the conventional 
mutuals that can change their portfolios. 
Thus, small trust departments and 
smaller insurance companies are seen as 
good prospects. John Nuveen and Co. 
is known to have several such type funds 
in process of organization and Ira 
Haupt as well as certain other houses 
interested in municipals are contempla- 
ting additional trusts. 

The ten largest issues accounting for 
over half of the new Fund’s assets fol- 
low: 

Principal 
Amount 


(thou- 
sand $) Issuer and Title, with Rate and Maturity 


500 Key West, City of (Fla.), Electric 
Revenue Bonds, Series 1960 — 
4.10% (1991) 

720 Kentucky, Turnpike Authority of 
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— Eastern Kentucky Toll Road 
Revenue Bonds — 4%-4.80% 
(1977-2000 variously) 

St. John Baptist (La.), Parish of 
— Gas & Water Revenue Bonds, 
Series AA — 5% (1989) 
Massachusetts, Commonwealth of 
— Metroplitan District Water Loan 
Bonds (when issued) — 3%% 
(2009-10) 

Birdsboro (Berks County, Pa.) 
Municipal Authority — Sewer Rev- 
enue Bonds, Series of 1961 — 
4.40% (2001) 

Pen Argyl (Northampton County, 
Pa.) Municipal Authority — Sewer 
Revenue Bonds, Series of 1960 — 
4.40% (2000) 

Chesapeake Bay (Va.) Bridge and 
Tunnel — District First Pledge 
Revenue Bonds, Series A — 4%% 
(2000) 

Washington Toll Bridge Authority 
— Second Lake Washington Toll 
Bridge Revenue Bonds — 4.90% 
(2000) 

West Virginia, State of — Armory 
Board Revenue Bonds — 4.40% 
(1982-90, variously) 

Puerto Rico, Commonwealth of, 
Aqueduct and Sewer Authority — 
Revenue Bonds, Series 1960 — 
4.20% (2000) 


250 


461 


335 


520 


750 


750 


Fund Stock Buying 
Doubles in Quarter 


The funds shared the general market 
enthusiasm of the first quarter of the 
year by purchasing approximately twice 
the amount of common stocks for their 
portfolios as they did during the preced- 
ing three-month period. According to 











STATUS OF CANADIAN FUNDS SOLD IN THE 
UNITED STATES AS OF MARCH 31, 196] 





Assets Vo. Share. 
U.S. $ helene 
Axe-Templeton 
Growth Fund of 
Canada Ltd. . 6,200,326 1,074 
Canada General 
Fund Ltd. -_..... 76,496,676 27,114 
Canadian Interna- 
tional Growth 
Fund Ltd. .- 11,913,995 1,318 
Investors Group 
Canadian Fund 
t __—_—, _ 118,560,408 46,318 
Keystone Fund of 
Canada Ltd. 17,130,400 6,600 
Loomis-Sayles 
Fund of Canada 
bd... et 19,245,001 3,900 
New York Capital 
Fund Ltd. - 32,189,613 2,800 
Seudder Fund of 
Canada Ltd. _........ 56,542,546 5,000 
U BS Fund of 
Canada. Ltd, 4,117,551 2,352 
United Funds 
Canada Ltd. - 15,945,423 7,000 
358,341,939 103,476 





the regular survey published by this 
writer in Barron’s, the most pronounced 
surge in purchase volume occurred in 
the common stock fund group where 
selling picked up also but not to the 
same extent as the purchasing. While 
dollar totals also expanded considerably 
in the closed-end transactions, these 
companies continued as sellers on bal- 
ance. After the year-end demands on 
cash, there was some restoration of re- 
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serve | ilances, with half of the com- 
panies 1 the two above categories add- 
ing to | yuid positions. 


The .ectronic shares took over as the 
quarter popular selections, in spite of 
the fac that the two large equipment 
giants, ‘veneral Electric and Westing- 
house. » ere sold in heavy volume, ac- 
countin: for 25% of the selling trans- 
actions. Oils were the next best-liked 


group \ ith not one single issue sold on 
balance. The chemicals continued to be 
well regarded and the electric utilities 
returned to favor after having experi- 
enced a division of opinion in the pre- 
ceding period. Purchase transactions 
doubled in the coppers while the alumi- 
nums retained managements’ approval 
although with decreased enthusiasm. 
Three groups gained the funds’ endorse- 
ment after having been subject to in- 
decisive action three months earlier — 
the steels, rails and airlines. Buying con- 
tinued with expanded volume in the 
drugs, merchandising and the industrial 
equipment and machinery shares. Banks 
were bought in light volume. Office 
equipments were sold. 

Six or more purchases included the 
following: (17) American Tel. and Tel. 
(part purchased with rights); (13) 
Ford; (12) Standard Oil (New Jer- 
sy); (11) Southern Co., Sperry Rand; 
(9) American Metal Climax, Interna- 
tional Tel. and Tel.; Polaroid, Standard 
Oil of California, United Aircraft; (8) 
Armour, Gulf Oil, Rexall Drug and 
Chemical; (7) Aluminium Ltd., Ameri- 
can Airlines, Arkansas-Louisiana Gas, 
Caterpillar Tractor, duPont, Johns- 
Manville, Mack Trucks, North Amer- 
ian Aviation, Phelps Dodge, Republic 
Steel, Southern California Edison, 
Southern Pacific, Sunray Mid-Continent 
Oi, Texaco; (6) A.C.F. Industries, 
American Can, Anaconda Co., Atlantic 
Refining, Brush Beryllium, Coca Cola, 
Continental Can, Emerson Electric Man- 
wfacturing, Gimbel Brothers, W. R. 
Grace, Great Atlantic and Pacific Tea 
Co, Halliburton Co., International 
Nickel, Lockheed, Monsanto, National 
(ash Register, Owens-Illinois Glass, 
Reynolds Tobacco, Royal Dutch Petrol- 
tum, Socony Mobil Oil and Texas In- 
struments. 

The following were sold by at least 
one half dozen managements: (15) Gen- 
tal Electric; (12) I.B.M., Westing- 
house Electric; (8) Eastman Kodak, 
Philips Lamps; (7) Columbia Broad- 
tasting, United States Steel; (6) Amer- 
ian Machine and Foundry, American 
Tobacco, Corn Products and Dow 
Chemical. 
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Donna Stone and Andrea Kallas, staff members of the Harris Trust and Savings Bank, 





J 


Chicago, view “The Story of Money” exhibit featured recently in the bank’s lobby. The ' 
exhibit explains the development of money “from the Stone Age to the Space Age,” and is 
depicted in 38 prints of original paintings commissioned by American Express Co. 





NATURAL GAS 
(Continued from page 452) 


to compete against other forms of en- 
ergy. Researchers are aware that, con- 
venience and efficiency aside, economics 
will in the end determine what fuel the 
public prefers. Therefore, the American 
Gas Association currently has a substan- 
tial program under way to create syn- 
thetic gas from coal and oil shale, that 
can, if necessary, supplement natural re- 
serves. 

Basic research is likewise being con- 
ducted on the properties of hydrogen- 
hydrocarbon mixtures. Greater under- 
standing of the chemical and physical 
relationships involved may yield clues to 
entirely new methods of synthesis. Two 


reseach programs are underway, one on 
the Synthesis Gasmethanation Process, 
the other on a Hydrogasification Proc- 
ess. At this time, the latter method ap- 
pears to offer more promise. However, 
the A.G.A. emphasizes the long range 
nature of this particular project. 

What then is the oulook for the gas 
industry in the light of new develop- 
ments? One is a recognized potential for 
undiminished growth. The postwar pipe- 
line expansion into new territories was 
like an artist’s rough line drawing which 
needs to be filled in with color and 
shading. The future growth of the in- 
dustry will, however, come from ex- 
ploiting the new markets and uses for 
gas that have been discussed briefly 
here. 
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Suggest Industry 
Diversification for 
Stock Portion of Trusts 


Trust officials at the Indiana State 
Bankers Association Trust Conference 
in Fort Wayne in late April heard the 
suggestion by Theodore H. Gerken, vice 
president, Laird & Co., Corporation, of 
New York City, of allocation of the 
common stock portion of a_ personal 
trust account approximately as follows: 
15% in consumer durable industries, 
45% in consumer non-durable lines and 
40% spread over a broad list of serv- 
ice companies. 

As a specialist in steel and other metal 
stocks, Mr. Gerken noted that these in- 
dustries are and will remain cyclical in 
nature but he warned, nevertheless, 
against the risks of trading in them. It 
is preferable to buy at a fair price and 
wait for conditions to improve. In this 
respect, he anticipates a slower rate of 
earnings recovery in steel than do some 
other commentators. The industry has 
nonetheless gained much in investment 
stature in recent years and, along with 
other durable goods companies, could 
benefit from a marked boom a few years 
hence. In his opinion, steels are prob- 
ably quite cheap now, even if their p/e 
ratios appear high, although not out of 
line with the probable profit picture for 
first half 1962. 


Mr. Gerken likewise mentioned the 
growth characteristics of the aluminum 
companies, even though their profits 
are presently poor. When future demand 
comes into line with capacity and firms 


prices, current levels should prove at- 
tractive; meanwhile, the industry has a 
lot of problems to overcome. 
International Nickel also qualifies as 
a growth issue, in the speaker’s opinion 
and, for those daring souls seeking the 
exotic, there are the producers of re- 
fractory metals and rare earths. In the 
leisure field, with few exceptions, he 
expressed doubt that the number of 
good investment opportunities justifies 
the amount of current attention. In act- 
uality, the service area must expand 
markedly during the mature type of 
economy expected during the *60s and 
this would suggest commitments in utili- 
ties, passenger airlines, banks, finance 
and savings and loan holding companies. 


A AA 


Ohio Trust Conference 
Features Operations, 
Investments 


The annual Ohio Trust Conference, 
held at Columbus April 27, opened with 
a talk on “Better Cost Data for Higher 
Trust Profits” by J. E. Carrico, partner, 
Arthur Andersen & Co., Cleveland. This 
was followed by a report on current 
trust legislation and then by an address 
on “Investment Specifics” from Gilbert 
Palmer, vice president, National City 
Bank, Cleveland. 

In the afternoon “Common _ Trust 
Fund Operations” were discussed by a 
panel consisting of: E. W. Barker, pres- 
ident, First National Bank, Middletown, 
moderator; Herbert Schettler, vice pres- 
ident and trust officer, First National 


Bank, Mansfield; Clifford J. Randolph, 





extra brainpower,” 


for 
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Who Need Assistance “FROM THE TRUST VIEWPOINT” 


Yes ... Studley, Shupert Trust Invest- 
ment Council services go far beyond 
mere statistical data and generalized 
analyses of economic conditions. 

The Council is a down-to-earth, 
trust-minded organization that aug- 
ments its Members’ trust department 
personnel with the brainpower—with 


the experience and skill—of a staff of 
trained, competent specialists . . . and 
these assist Members in attaining the 
specific trust objectives of individual 
accounts. 

We invite you to investigate all of 
the advantages of Council Member- 
ship. No obligation. Write Dept. BP-1. 


STUDLEY, SHUPERT TRUST INVESTMENT COUNCIL 


1617 Pennsylvania Boulevard, Philadelphia 3, Pa. 





TRUST INVESTMENT 
COUNCIL 


155 Berkeley Street, Boston 16, Mass. 
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Bronze plaque is unveiled in lobby of Head 

Office of Citizens Fidelity Bank and Trust 

Co., Louisville, on April 25, in recognition 

of fifty years’ service to the organization, 

by Lee P. Miller (right), Chairman of the 

Board. Dedication was made by President P. 
Booker Robinson. 





Jr., trust officer, Security Central Na. 
tional Bank, Portsmouth; Guido J. 
Gores, trust officer, Fifth Third Union 
Trust Co., Cincinnati; and David L. 
Raine, trust officer, First National Bank, 
Middletown. 

The final addresses of the session 
were presented by Alonzo M. MeNickle, 
vice president, Pittsburgh National 
Bank, who spoke on “Markets and 
Methods” and “The Power of Speech.” 


A AB A 


Virginia Trust Conference 


Held in Richmond 


A one-day Trust Conference was spon- 
sored by the Trust Committee of the 
Virginia Bankers Association at Hotel 
John Marshall in Richmond on April 19. 

After a short business session, the 
delegates heard R. B. Hardaway, Jr.. 
assistant vice president, State-Planters 
Bank of Commerce & Trusts, Richmond, 
on “Trust Investments,” followed by 
Aubrey N. Heflin, first vice president, 
Federal Reserve Bank of Richmond, on 
“Regulation F.” Professor Ellsworth 
Wiltshire, of the T. C. Williams Law 
School, University of Richmond, dis- 
cussed “Principal Encroachments.” 

The afternoon session was devoted to 
a panel discussion of “Operations and 
Administration” moderated by Chan- 
ning W. Daniel, Jr., trust officer, Citi- 
zens Bank & Trust Co., Charlottesville. 
Other members of the panel were: Hugh 
P. Fortescue, Jr., vice president and 
trust officer, National Bank of Com- 
merce, Norfolk; B. Walton Turnbull, 
vice president and trust officer, State- 
Planters Bank of Commerce & Trusts: 
Joseph C. Garnett, assistant trust officer. 
First & Merchants National Bank, Rich- 
mond; and Joseph R. Wyatt, vice presi- 
dent and trust officer, First National 
Trust & Savings Bank, Lynchburg. 
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OR THE SECOND YEAR IN A ROW THE 
Petort to liberalize the New York 
trust investment statutes have failed. 
This time the “bogey man” was one 
state senator whose opposition prevented 
the bill from even coming to a vote in 
the Senate. 

After the bill which would have en- 
acted the full prudent man rule was de- 
feated in the New York Assembly by 
just two votes in 1960, the committee in 
charge realized that a further attempt 
along the same lines could not succeed 
until there had been a material change 
in the thinking of the members of the 
Legislature. Accordingly they lowered 
their sights and proposed a much less 
drastic bill in 1961. 

The original 1961 bill would have 
merely increased to 60% the present 
35% limitation on the amount of any 
trust which can be invested in stocks 
and in bonds not on the detailed “legal” 
list. It was, however, coupled with a 
further provision that would have per- 
mitted a trustee, where market action 
had brought the amount of stocks, etc. 
over the 60% figure. and where the 
trustee felt that the sale of stock A was 
desirable, to reinvest the proceeds of 
that particular sale in stock B if such 
action were prudent. This so-called 
“switching” provision had been talked 
about informally in 1960 and it was 
felt that it would have been acceptable 
to the members of the Assembly if 
pressed for action at that time. Such a 
clause would have gone a long way to- 
ward removing a stumbling block to 
the free exercise of a trustee’s discretion. 
If a trustee thought that it was to the 
best interests of the trust to sell stock A 
but at the same time undesirable to pur- 
chase bonds, he would no longer be on 
the horns of a dilemma just because the 
market had raised the stock percentage 
above that prescribed in the statute. The 
purchase of another stock might be 
tlearly the right course of action and 
would have been made possible under 
the “switching” clause. 
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TRUST OPERATIONS and ADMINISTRATION ... . 


GEORGE C. BARCLAY 


Contributing Editor 


PRUDENT MAN RULE DEVELOPMENTS 


Unfortunately, opposition to the 
“switching” provision arose this year 
in the Senate so that the bill finally 
agreed upon did no more than change 
the percentage limitation from 35 to 60. 
This bill passed the Assembly with only 
token opposition and was reported to 
the floor of the Senate by its Judiciary 
Committee. At this point a single very 
influential senator took the view that 
60% was too high a ratio in the case 
of individual trustees although he indi- 
cated that he would not have opposed 
this percentage if the bill had been 
limited to banks. The stature of this 
particular individual in the Senate is 
such that the bill was never even brought 
up for a vote. Therefore, it cannot be 
said whether it would have been accept- 
able to a majority of the senators al- 
though there was a belief that such 
would have been the case. 

This was a most unfortunate setback 
since, from the standpoint of the Trust 
Division of the New York State Bankers 
Association, the proposal was just about 
a minimum. The result makes it ex- 
tremely difficult for the Division to 
determine what kind of bill, if any, can 
meet the objections of this senator next 
year. Apparently there is a feeling 
among many New York State legislators 
that individual trustees are not to be 
trusted and must remain in an invest- 
ment straight-jacket of one kind or an- 
other. These legislators are not im- 
pressed by the fact that in Massachu- 
setts for 130 years and in 30 other 
states for varying periods of time indi- 
vidual trustees have been operating un- 
der the prudent man rule without any 
rash of surcharge cases. 

Meanwhile in Pennsylvania the situa- 
tion looks a bit brighter although nat- 
urally trustmen in that state have their 
fingers crossed. The bill which has been 
introduced in the Pennsylvania legisla- 
ture does not provide for the traditional 
prudent man rule. It would apply that 
rule to all investments in corporate 
bonds and stocks by amending Sections 





6 and 9 of the Fiduciaries Investment 
Act of 1949. Other provisions of that 
Act which lay down standards for the 
selection as trust investments of state 
and federal obligations, bonds of state 
and federal agencies, mortgages, ground 
rents, etc., would remain untouched. Of 
course such types of securities would 
have to be acquired with prudence, as 
is already the case. 

The principal proposed changes in Sec- 
tion 6 would remove the present re- 
strictions to the effect that corporate 
bonds may only be acquired where the 
issuing, guaranteeing or assuming cor- 
poration has earned a net profit in eight 
of the preceding ten years and has not 
defaulted in the payment of principal 
or interest on any of its outstanding in- 
debtedness for the past ten years. The 
rule of prudence would also be extended 
to make it applicable to the retention 
as well as the purchase of bonds. Sec- 
tion 9 would also be amended to apply 
to the retention as well as the purchase 
of stocks and to eliminate the present 
requirements as to the history of earn- 
ings and dividend payments on the part 
of corporations as conditions to the ac- 
quisition by trustees of their preferred 
and common stocks. Finally the exist- 
ing requirement that stocks other than 
bank and insurance stocks must be listed 
on certain stock exchanges would be 
eliminated. 

The bill, introduced as #469 in the 
Senaté in early April, as of the present 
writing had not been reported out by 
the Judiciary Committee. The latest in- 
formation from the Pennsylvania trust- 
men is that no vocal opposition has been 
noted in either house. It is to be hoped 
that none will arise so that the advan- 
tages of what for most practical pur- 
poses is the prudent man rule will soon 
be made available to trust beneficiaries 
in Pennsylvania. 

An effort to accomplish exactly what 
was sought in the final New York bill 
has been undertaken in New Jersey. 
There a bill was introduced in the Sen- 
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ate last January as #62. It would merely 
increase from the present 40% to 60% 
the amount of a trust which could be 
invested in what are known in that state 
as limited legal investments, which term 
includes certain stocks, There are no 
reports that the bill has moved since its 
introduction but that may not be cause 
for too great concern since the New 
Jersey legislature, unlike those of most 
states where there is an annual or bien- 
nial session of consecutive legislative 
days, has a system, confusing to those 
who do not know why it exists, of meet- 
ing rather spasmodically through an en- 
tire year for relatively short periods of 
time. Thus the present legislature may 
quite likely not adjourn until the fall. 

No word has been reecived of similar 
attempts to relax investment restrictions 
which still hamstring trustees of re- 
stricted trusts in other states. 


DATA PROCESSING FOR 
REPORTS AND STATEMENTS 


VERY EFFECTIVE DATA PROCESSING 
AY has been installed by the 
Security-Mutual Bank & Trust Co., of 
St. Louis, which has had such a dramat- 
ic effect on the preparation of income 
tax data in its trust department that, to 
quote vice president and trust officer 








DEPENDABLE TRUST SERVICE 
in DELAWARE 


for Seventy-Five Years 


Our personal and corporate 
trust services, based on de- 
pendable, efficient group 
judgment and complete facil- 
ities, include: specialized 
investment management: ex- 
perienced trust administra- 
tion and estate settlement; 
prompt, understanding at- 
tention. We welcome the 
privilege of serving you 
and your customers. 


BANK of DELAWARE 
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With Security-Mutual 
Bank & Trust Co.’s 
system described in 
the accompanying col- 
umn, one operator con- 
trols two machines, 
produces hard-copy 
ledger records and 
punched cards simul- 
taneously. The easy-to- 
read data printed in 
the ledger verifies the 
information contained 
in the punched card. 








Wesley L. Johnson, “April 15 is now 
just another day.” Mr. Johnson has very 
kindly furnished a memorandum ex- 
plaining the operation of the system in 
some detail from which what follows is 
taken freely without indicating quota- 
tions, 

When the suggestion was made a few 
years ago that the date for filing federal 
income tax reports be set back from 
March 15 to April 15 one of the most 
active protagonists of the change was 
the Trust Division of The American 
Bankers Association. Trust departments 
had found it impossible, without work- 
ing constantly overtime from the begin- 
ning of the year, to complete by the 
earlier date their fiduciary returns and 
those they had agreed to prepare for 
their customers, not to mention com- 
piling the information required by the 
customers for their own tax returns. 
Even after the change, due to increased 
business and to ever increasing com- 
plexities of the Internal Revenue Code, 
trust departments continued to find it 
difficult to meet the later deadline. This 
was largely due to the fact that under 
the old and long existing system the 
information on the trust ledgers had to 
be taken off by a clerk or typist using 
pen and ink, a typewriter and an adding 





machine. Since this procedure left plenty 
of room for human errors, every such 
report had to be carefully checked. 

As described by Mr. Johnson, the 
process adopted by the Security-Mutual 
involves the use of an accounting ma- 


chine (NCR Class 31) which is con- 
nected to a card punch coupler so that 
data indexed in the accounting machine 
keyboard or developed by the machine 
is automatically selected and punched in 
cards. A single operator runs both ma- 
chines simultaneously in the tandem set- 
up. The accounting machine operator 
receives a cash ledger ticket for every 
transaction affecting a trust. These 
tickets are the source media for her 
entries. 

To make an entry, the operator in- 
serts a cash ledger card for the affected 
trust in the carriage of the machine. 
From the cash ledger ticket she picks 
up the trust number and the description 
and amount of the transaction. From a 
code card she picks up the number for 
the type of transaction. From the cash 
ledger card itself she picks up the old 
cash balance. The machine automatic- 
ally prints in the date and the new cash 
balance. 

As the above entries are made in the 

(Continued on page 479) 
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AST MONTH DR. ROBERT M. CLARK, 

Associate Professor of Economics 
at the University of British Columbia 
and author of the well-known “Clark 
Report” on social security,* spoke be- 
fore the American Pension Conference 
in New York. His topic: “The latest in 
employee benefits in Canada — public 
and private,” led to an interesting and 
thought-provoking evening. 


Social Security in Canada 


Dr. Clark declared himself to be a 
conservative, and said that it naturally 
followed that he preferred to see private 
pension plans strengthened — by legis- 
lation if necessary — rather than the 
Canadian social security system extend- 
ed. Under the present law there was a 
flat benefit of $55 a month to all resi- 
dents of 10 years or more once age 70 
was achieved. This benefit was obtain- 
able without specific cotnributions from 
the individual and, in fact, was current- 
ly financed by a 3% tax on: (a) per- 
sonal income below $3,000 a year, (b) 
corporate income, and (c) sales in Can- 
ada. This year the aggregate benefits 
will amount to $625 millions, and will 
thus constitute the largest single total 
in the federal government’s budget 


(apart from the National Debt). “Old” 


and disabled ex-employees are given 
supplementary benefits subject to a 
“means test.” Thus, for example, of in- 


dividuals aged 65-69, about 20% were 
receiving such supplementary or “assist- 
ance” benefits. 


It was difficult, Dr. Clark continued, 
to predict what extensions would be 
made in this benefit schedule. The pres- 
ent (Conservative) government has a 
serious unemployment problem on its 
hands, and the New Party (ex-C.C.F.) 
is promising a $75 monthly social se- 
curity benefit if it is elected. Possible 
alternative improvements which the gov- 
ernment may be considering include: 


*Mentioned in the October 1960 issue of this col- 
umn. 
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CANADA’S PENSION PROBLEMS 


(a) Raise the benefit level, 

(b) Increase the aggregate rate 
for married couples over 70 (this is 
presently twice the “single” rate), 

(c) Introduce a survivor (widow’s) 
benefit, and 

(d) Introduce a contributory pro- 
gram with graduated pension benefits 
and either (i) allow “contracting out” 
by employers with “adequate” pension 
plans (as in Great Britain), or (ii) 
do not allow such “contracting out” 
(as in the U.S.). 


Committee on Portable Pensions 


Although the need to improve the so- 
cial security system may stem from the 
desires of Canadian employees gener- 
ally, it may be suspected that these de- 
sires may be due to one or more of the 
following causes: 

1. The iimited coverage of private 
pension plans in Canada (only 40% 
of all employees are presently cov- 
ered) ; 

2. Inadequate vesting provisions of 
private pension plans; 

3. The tendency of severing em- 
ployees to withdraw their own contri- 
butions in cash even when this caused 
the loss of employer pension credits. 


These were the reasons why the On- 
tario Government set up a six-man Com- 
mittee on Portable Pensions under the 
chairmanship of George Gathercole, 
Deputy Minister of Economics. This 
committee included Dr. Clark among its 
members, and it made its report to the 
Premier of Ontario early this year. 

Specifically, the Committee was asked 
for its suggestions on how to strengthen 
the existing social security system, and 
how to remove impediments to the em- 
ployment of older workers. It should be 
observed, Dr. Clark informed his audi- 
ence, that pension benefits in Canada 
are “property rights” and are thus sub- 
ject to Provincial legislation.» However, 
uniform standards among the Provinces 
would be necessary in any far-reaching 
legislative enactments. 


The Committee’s Proposals 


The principal proposals of the On- 
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tario Committee as summarized by Dr. 
Clark were as follows: 


(a) In any private pension plan 
employees aged 30 and over at hiring 
date should be covered after (not 
more than) two years’ service; 

(b) On the attainment of age 30 
with at least two years of service with 
the employer there would be a 20% 
vesting of employer-purchased pen- 
sions, and a further 20% would be 
added for every additional year of 
service until, at age 34 (or after six 
years’ service), the employer’s pen- 
sion credits would be fully vested; 

(c) The employee would be re- 
stricted as to his own contribution 
withdrawals on severance after age 
30. Prior to that age he could with- 
draw his money in full but at age 30 
he could only withdraw 80%, at age 
31 only 60%, and so on until at age 
34, and thereafter, he could not with- 
draw any of his contributions. [As an 
alternative, the Committee proposed 
that the employee might be given the 
right to withdraw up to 25% of his 
contributions in cash on severance 
at any age]; 

(d) The foregoing proposals would 
not apply retroactively. 


Dr. Clark went on to outline ways in 
which the foregoing suggestions could 
be enforced, One way would be by fed- 
eral or provincial legislation that would 
deny tax deductions to those private 
plans that had not complied with the 
new vesting rules after, say, a three year 
interregnum. Or the federal or provin- 
cial government could set up its own 
vested contributory plan with, possibly, 
“contracting out” provisions for those 
employers willing to meet the vesting 
(and other) provisions. 


Some Problems 


It is obvious that if the suggestions 
of the Ontario Committee on Portable 
Pensions are put into effect in Ontario 
or more widely, there will be many 
thousands, even millions, of isolated 
“pension credits” accumulating for em- 
ployees who have worked for more than 
one employer after age 30. A separate 
Central Registry has been suggested to 
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handle this problem but the insurance 
companies would undoubtedly have a 
say in the matter. 


Another problem of a different kind 
resides in item (c) of the Committee’s 
proposals. As William M. Mercer Limit- 
ed says in its “Canadian Actuarial Bulle- 
tin” of April, 1961:” . . . there is the 
ethical problem of whether or not any 
government has the moral right to re- 
quire a citizen to lock up his savings for 
some twenty or thirty or more years 
without, at the same time, being able 
and willing to guarantee to the citizen 
the real value of those savings in the 
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future... .. In a free society, perhaps 
we must concern ourselves with the 
mobility of labour’s savings, as well as 
with the mobility of labour itself.” 


paid executives who no longer required 
to buy regular life insurance. An Act 
of 1959 therefore stipulated that the em. 
ployee should add to his other income 
all group-life premiums for the excess 
portion of sums insured greater than 
$25,000 per individual, said premium 
being at the (average) rate for the 
group concerned. 


Profit-sharing Trusts 


As many of our readers know, profit- 
sharing trusts in Canada do not receive 
the generous tax treatment that is ac- 
corded to such plans here. However, sec- 
ond and third recordings are expected 
this summer of a new bill that would 


(pace Dr. Clark) : 


A A A 


Charls Walker Named 
Executive Head of A.B.A. 
(i) Allow an employer to deduct 


up to $1,500 a year per employee on 
account of contributions to a regis- 
tered pension and/or profit-sharing 
trust; 


Dr. Charls E. Walker has been ap- 
pointed executive vice president and ex. 
ecutive manager of The American Bank. 
ers Association. Dr. Walker, who has 





(ii) Defer taxation of the em- 
ployee until the year he receives bene- 
fits from a profit-sharing trust (bene- 
fits from pension plans already re- 
ceive this treatment) ; 

(iii) Require that no payments 
from the profit-sharing trust could be 
in the form of a loan to an employee; 

(iv) Forbid company contributions 
to a profit-sharing trust that would 
be on account of prior service; 

(v) Permit the employer to con- 
tribute to a profit-sharing plan with- 
out a prefixed formula; 

(vi) Allow investment of the trust 
fund in the stock of the employer but 
not in its notes or debentures. 


been vice _ presi- 
dent and economic 
advisor of Federal 
Reserve Bank of 
Dallas, and from 
April 1959 to Jan- 
uary 1961 was as- 
sistant to former 
Secretary of the 
Treasury, Robert 
B. Anderson. He succeeds Merle E. 
Selecman. who will continue with the 
Association in an advisory post. Mr. 
Selecman joined the Association in 1928 
and has been its chief staff officer since 
1952. 

Dr. Walker is a native of Graham, 
Texas, and in 1955-56 was associated 
with Republic National Bank, Dallas as 
economist. He has served on the faculty 
of the Wharton School of Finance and 
Commerce, University of Pennsylvania; 
as associate economist at the Federal 
Reserve Bank of Philadelphia; and as 
associate professor of finance at The 
University of Texas. 

A broad study of the Association’s 
purposes and objectives, and the means 
of implementing them, under Mr. Wal- 
ker’s direction, was approved by the 
A.B.A.’s Executive Council. 





CHARLS E,. WALKER 


A glance at these points shows how 
carefully tax attorneys north of the 42nd 
parallel study our own slowly-develop- 
ing rules and regulations on qualified — 
instead of “registered” — profit-sharing 
trusts. 


Tax on “Excess” Group Life 


Dr. Clark also referred to a recent 
innovation in the tax law relating to 
“jumbo” group life insurance. By 1958 
there was $11 billion of group life in- 
surance in force in Canada. This consti- 
tuted 28% of the total insurance cover- 
age of that country and, it was claimed, 
its freedom from tax to the employee 
was providing a tax shelter for higher- 
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Pennsylvania Trust Conference 





ESTATE PLANNING -INVESTMENT DEVELOPMENTS 


ORE THAN 300 TRUSTMEN AND 
M women came to the Annual Trust 
Conference sponsored by the Trust Di- 
yision of the Pennsylvania Bankers As- 
sociation and held last month in Harris- 
burg. This was a new attendance record 
for the Conference. 

At the opening of the April 7th ses- 
sion. Merle B. Mitcham, chairman of 
the Trust Division and vice president 
and trust officer, First Seneca Bank & 
Trust Co., Oil City, reviewed the pur- 
poses and general operating methods of 
the Division. He placed special empha- 
sis on the work of the trust investment 
committee under the leadership of Paul 
D, Remington in preparing the ground- 
work for the Fiduciaries Investment Act 
introduced in the 196] Legislature on 
April 5. (See Barclay column in this 
issue, p. 459.) The proposal is to extend 
the present law in order to provide for 
the full Prudent Man Rule. 

Mr. Mitcham sought the support of 
those present in behalf of the Bill and 
pointed out that it was difficult for a 
trustee to be partly prudent and partly 
not prudent. He backed up his argu- 
ment by citing an extensive list of facts 
all of which pointed toward the wisdom 
of the full Prudent Man Rule. These 
were selected from the recognized needs 
of beneficiaries, the attitude of attor- 
neys, the problems of the trustee, and 
the experience of college endowment in- 
vestors and of other states which already 
have full Prudent Man legislation. 

After greetings from William A. Huff, 
Jr, president of the PBA and of Holli- 
daysburg Trust Co., the delegates heard 
an address from R. Wallace Bowman, 
Vice president at the Boston office of 
Studley, Shupert & Co., investment 
advisors. 


Pending Legislation 


The legislative apparatus established 
this year by the Trust Division in follow- 
ing all bills affecting banking was de- 
scribed by John Y. Scott, Association 
Counsel. Of some 25 measures of inter- 
est to trustmen, Mr. Scott singled out 
two major items. 

Senate Bill 469, previously alluded to 
by M. Mitcham, would amend the Fi- 
duciaries Investment Act Sections 6 and 
9 to remove the “statistical require- 
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ments” laid down for trustee investment 
in corporate bonds stocks. 

The other matter is a complete codifi- 
cation of the inheritance tax laws. A 
similar bill was defeated in 1959 be- 
cause of a provision relative to the 
opening of safe deposit boxes on death. 
The present bill retains this provision 
but Mr. Scott asserted that the Trust 
Division cannot afford to oppose it else 
it might appear to be fostering or en- 
couraging tax evasion. 


Trust Training School 


The Trust Training School this year 
offers instruction in Trust Investments 
and Trust Administration, William Gauer, 
director of the School and vice presi- 
dent, Fidelity-Philadelphia Trust Co., 
told the conference. It presents in one 
week of intensive education (June 18- 
23) a valuable course covering the fol- 
lowing subjects: Theory of Investments, 
Investment Research, Types of Invest- 
ments, Pension and Profit Sharing 
Trusts, Investment Policy (Prudent Man 
Rule), Investment Relations with Co- 
Fiduciaries, Investment Case Studies, 
Decedents’ Estates, Guardianships, Trust 
Administration, Compensation. 

The School teaches facts that will de- 
velop confidence, poise and assurance, 
Mr. Gauer said, and will equip the stu- 
dents in the business of rendering daily 
service to trust customers. 


The delegates then heard Peter J. 
Brennan, assistant trust counsel, Harris 
Trust & Savings Bank, Chicago, on the 
subject of “Trust Advisors, Their Du- 
ties and Responsibilities,” which he had 
also covered at the recent ABA Mid- 
Winter Trust Conference 


T&E, p. 243). 


(see March 


Recent Estate Planning 
Developments 


Significant tax cases and revenue 
rulings handed down during the past 
year or so were appraised at the after- 
noon meeting by Philip A. Bregy, of 
the Philadelphia law firm MacCoy, 
Evans & Lewis. He first touched on the 
Konner and Herr decisions which clari- 
fied Section 2503(c) by holding that 
the annual exclusion for gifts to minors 
may be had for gifts of income. 

Next Mr. Bregy took up three items 
affecting charitable gifts. In Magnolia 
Development Corp. (T.C. Memo 1960- 
177) the donor of stock which had (in 
round figures) increased from $10,000 
to $20,000 borrowed $19,000 on it and 
then made a gift to charity subject to 
the loan. The charity sold the stock and 
paid off the loan. It was ruled that the 
donor realized a gain of $9,000 — the 
difference between the cost and the 
amount of the loan, the remaining 
$1,000 being clearly deductible. In the 
speaker’s opinion the significant part of 








On Pennsylvania Trust Conference program: (left to right) Trust Division Vice Chairman 

Donald H. Miller, vice president and trust officer, Union Bank & Trust Co. of Bethlehem; 

William B. Eagleson, Jr., senior investment officer, Girard Trust Corn Exchange Bank, 

Philadelphia; Philip A. Bregy, Esq., of MacCoy. Evans & Lewis, Philadelphia; and Trust 

Division Chairman Merle B. Mitcham, vice president and trust officer, First Seneca Bank 
& Trust Co., Oil City. 
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the case is that no part of the cost basis 
was allocated to the equity given to 
charity — which would have increased 
the gain. 

The second matter pertaining to char- 
ity was Revenue Ruling 60-370 involv- 
ing so-called Pomona type plans. Pros- 
pectively, transfers which require the 
donee to sell the donated securities and 
reinvest in tax-free municipals will sub- 
ject the donor to capital gains tax. Two 
limitations on the ruling were cited by 
Mr. Bregy. First, there must be an ex- 
press or implied promise on the part of 
the donee to sell the securities. Second, 
the proceeds must be reinvested in 
municipals. The latter condition makes 
no sense, in the speaker’s opinion, for 
it should make no difference what hap- 
pens to the proceeds. In any event, he 
indicated that if a trust institution — 
rather than the college itself — were 
named as trustee the government would 
have difficulty in apptying this ruling. 

The third leg is Revenue Ruling 60- 
385 which via dictum stated that if a 
trust instrument provides or is construed 
to provide that investment company 
capital gains distributions must or may 
be treated as income, the value of a 
remainder payable to charity cannot be 
ascertained and therefore no charitable 
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deduction is allowable to the donor. 
This ruling, according to Mr. Bregy, is 
causing “great consternation” in Penn- 
sylvania because of lower court cases 
there which hold that such distributions 
are income and not principal. Although 
he criticized the ruling and doubted that 
it could be literally applied, he sug- 
gested avoidance of any special power 
or direction in trust instruments with 
respect to allocation if there is a chari- 
table remainder and the deduction is 
desired. Conversely, a direct declaration 
that such distributions shall be consid- 
ered corpus might be included. 

Two recent decisions held in favor of 
the taxpayer in cases involving buy-out 
agreements. Mountain States declared 
that there was no unreasonable accumu- 
lation of earnings by a corporation 
when a 50 per cent ownership was 
bought out by the company and paid 
for in installments out of earnings. 
Decker held that purchase of a deceased 
stockholder’s share by the corporation 
did not amount to a dividend to the 
surviving owners who had originally 
entered into a cross-purchase agreement. 

Mr. Bregy devoted the second portion 
of his paper to a review of the stock 
dividend apportionment cases, including 
Cunningham and Harvey, and expressed 
the hope that this troublesome problem 
may be removed by a Supreme Court 
decision in one of a number of cases 
now on appeal or possibly entering the 
lower courts, particularly Catherwood 
Estate, Jacob’s Estate, and Strong Estate. 


Search for Growth 


Overemphasis upon growth through 
capital appreciation at the expense of 
current income has reached a_ point 
where the trust officer often finds him- 
self in a dilemma, according to William 
B. Eagleson, Jr., senior investment offi- 
cer, Girard Trust Corn Exchange Bank, 
Philadelphia. He is naturally anxious to 
please his beneficiaries but he must not 





overstep the bounds of prudence which 
pursuit of the glamor segment of the 
growth group might entail. What is the 
solution ? 

Growth stocks which have evidenced 
superior progress in the past reflec 
that fact in their market appraisal by 
there is no assurance that interruptions 
to that trend may not find them quite 
vulnerable to price decline, instances of 
which were cited by the speaker. He 
also quoted from a study by Elliott Farr, 
vice president of research in his bank, 
which demonstrated that from 1954 
through 1960 a selected list of income 
stocks outperformed a growth group 
both in income and capital enhance. 
ment. 

Reviewing the revolutionary ideas 
propounded in 1924 by Edgar Lawrence 
Smith about stocks as long-term invest. 
ments, Mr. Eagleson then listed histori- 
cal instances of unbridled public spec. 
ulative manias over the centuries. While 
not drawing a parallel between today 
and the past, he reminded his hearers 
“of easily forgotten truths and easily 
overlooked dangers.” In his thinking, 
prevailing disinterest in income will per- 
sist only as long as stocks continue to 
appreciate; a market break would shake 
confidence in the growth concept, thus 
reviving interest in income and stimv- 
lating switching to fixed-income media, 
even at substantial losses. Accordingly, 
it is his thesis that stocks purchased for 
growth at historically high p/e ratios 
deny the buyer the principal avenue to 
success, namely, the rise in p/e ratios 
which builds capital values. 

Mr. Eagleson’s suggested solution is 
reliance upon ferreting out real values 
when they are modestly appraised in the 
market, even though it will frequently 
mean selection of companies or indus- 
tries then out of favor, or, as expressed 
by one succesful investor, selling stocks 
when they become favorites and buying 
non-favorites. 
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TRUST PERSONNEL CHANGES 


(Five stars signify promotion of trustman to senior or executive vice president or president, or election to board of directors) 


ALABAMA 


MONTCOMERY—Albert E. Byrne elected asst. trust officer 
of First NATIONAL BANK. A graduate of U. of Alabama with 
A.B. and LL.B. degrees, Byrne served as law clerk to Justice 
James S. Coleman of the Supreme Court of Alabama. 


ARIZONA 
PHOEN{X—Miss Evva Shaw advanced to trust officer at 
VALLEY NATIONAL BANK. Miss Shaw was one of two who 
launched its trust department in 45. 


CALIFORNIA 
OAKLAN D—Victor Prelle promoted to trust officer at BANK 
or AMERICA N.T. & S.A. 
PASADENA—CITIZENS COMMERCIAL TrRuST & SAVINGS BANK 
elected James P. Ready a trust officer. He was formerly with 
SEATTLE-FIRST NATIONAL BANK. 
SAN FRANCISCO—John C. Stoller joined Paciric Na- 
TIONAL BANK as asst. trust officer. 
SAN FRANCISCO—UNITED CALIFORNIA BANK elected Mrs. 
Ferne M. Petersen an assistant secretary in the trust depart- 
ment, main office. With the bank since 1953, Mrs. Petersen 
attended both LaCrosse State and the U. of Minnesota. Al- 
fred Ducato named vice president in charge of public and 
civic relations, customer relations and advertising. Ducato 
was formerly with Grant Advertising, Inc. as vice president 
and general manager of the San Francisco office. 
SAN FRANCISCO—Promoted to trust officers at WELLS 
Fargo BANK AMERICAN TRUST Co. were Julius P. Hammer, 
Rosewell B. Turner and Nellis A. Lalande. Hammer, with the 
bank since 1940, is in the trust investment and security 
analysis department and earned his B.A. from U. of Cali- 
fornia and M.B.A. from Stanford U.; Turner, also in the 
trust investment and security analysis department since 
1936, is also a U. of California graduate; and Lalande is 
in operations and personal division of the trust department. 


CONNECTICUT 


BRIDGEPORT—Hoyt O. Perry, Jr. became asst. vice presi- 
dent and asst. trust officer of Ciry Trust Co. A Yale gradu- 
ate, Perry also completed a financial course at Stonier Grad- 
uate School of Banking, Rutgers. 


GREENWICH—William T. Maeck, estate planning repre- 
sentative, assigned to the Greenwich office of FAIRFIELD 
County Trust Co. Maeck is a graduate of Dartmouth and 
Amos Tuck School of Business Administration. 





kkkke 

HARTFORD—James J. Devlin named 
senior vice president in the trust divi- 
sion of HARTFORD NATIONAL BANK & 
Trust Co. Vice president and trust 
fficer since 1953, Devlin began his bank- 
ing career in 1924 with a predecessor 
trust company. He is a director of the 
Connecticut Institute for the Blind and 
vice chairman of the Wethersfield 
Housing Authority. 
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MILFORD—At First NATIONAL BANK Kurt Porges named 
trust officer and Theodore P. Robison asst. trust officer. Ernest 
E, Miller, formerly cashier and trust officer now cashier. 


DISTRICT OF COLUMBIA 
WASHINGTON—Former trial attorney in the tax division 
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HAROLD C, BULL 
Chicago 


Otto J. ZACK 
Chicago 


CHARLES H. HINDS 
Lincoln 


of the Department of Justice, Roger M. Stuart, Jr. became 
vice president and trust officer of First NATIONAL BANK. 
Stuart also served as special counsel for taxes in the office 
of Chief of Ordnance, U. S. Army. 


GEORGIA 


ATLANTA—Richard H. Water elected asst. trust officer 
of TRUST COMPANY OF GEORGIA. Waters joined the Company 
in 1956 and has been an administrative assistant in the 
personal trust department. Holder of a B.B.A. from Georgia 
State College, he is now studying law at Emory U. 


ILLINOIS 


CHICAGO—AMERICAN NATIONAL BANK & TRUST CoO. ap- 
pointed Edwin M. Bennett asst. vice president and Richard 
R. Mullaney asst. trust officer. Bennett, a graduate of North- 
western U., joined the trust investment division in 1953 fol- 
lowing five years with the investment research department 
of a life insurance company. Mullaney, who is also in the 
trust investment division, holds bacherlor’s and law degrees 
from Marquette U., and a Master of Business Administra- 
tion degree from Northwestern U. 


CHICAGO—CuicaGo TITLE & TrusT Co. elected as vice 
presidents Harold C. Bull and Otto J. Zack. Bull will be in 
charge of the probate department and Zack will assume 
responsibility for trust new business development. Bull, a 
graduate of Creighton U. and Chicago Kent College of Law 
with an LL.B. degree, joined the company in 1930, and also 
completed a Graduate School of Banking course at Rutgers 
U. Zack joined the staff in 1932 in the real estate department, 
holds an LL.B. degree from John Marshall Law School and 
also completed a Graduate School of Banking course. 


CHICAGO—William B. Higginbotham and Charles D. Tur- 
grimson elected asst. vice presidents at LA SALLE NATIONAL 
BANK, the former in land trust work and the latter in 
investments, having formerly been trust investment officer. 
WARSAW—At HILL-DopGE BANKING Co. E. H. Kyle named 
cashier and trust officer; Ardath M. Cox, asst. cashier and 
asst. trust officer. 


PONTIAC—Louis Wolff retired as vice president and trust 
officer of PonTIAC NATIONAL BANK. 
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INDIANA 


CRAWFORDSVILLE—At ELSTON BANK & TRUST Co. 
Charles R. Price became trust officer, and Mary C. Brennan 
asst. trust officer. 


COLUMBUS—J. Blaine Reeve appointed trust investment 
officer of IRWIN UNION BANK & TRUST Co. Reeve joined 
Irwin Union in 1959 prior to which he was with a stock 
brokerage firm in Lynchburg. 

SOUTH BEND—St. JosEpH BANK & TRUST Co. named Ray- 
mond H. Schrader asst. trust officer. 


MUNCIE—O. Wayne Schneider promoted to trust officer at 
MERCHANTS NATIONAL BANK. 


SEYMOUR—Lawrence J. Kasting advanced to vice presi- 
dent and trust officer at SEYMOUR NATIONAL BANK. 


KANSAS 
EL DORADO—Former Judge Willis N. Calkins named asst. 


trust officer of EL DorADO NATIONAL BANK, having served 16 
years as presiding judge of Butler County District Court. 


LOUISIANA 


SHREVEPORT—First NATIONAL BANK elected as trust 
officers W. E. Ranney and J. B. Gibson. Ranney, graduate 
geologist and attorney, joined the bank in 1960. Gibson, 
veteran of more than 20 years in trust work, recently headed 
trust operations at AMERICAN NATIONAL BANK & TRustT Co., 
Mobile, Alabama. 


MAINE 


PORTLAND—H. Davison Osgood, Jr. is now trust officer at 
CANAL NATIONAL BANK. 


NEBRASKA 


LINCOLN—Charles H. Hinds appointed trust officer by 
First Trust Co. to specialize in estate administration. Hinds 
joined the staff in 1932; is a graduate of U. of Nebraska. 
He formerly held the title of vice president, secretary and 
treasurer. 


NEVADA 
RENO—tTheodore A. Nigro elected asst. trust officer of 


SECURITY NATIONAL BANK. Nigro was formerly with First 
WESTERN BANK & TrRusT Co., Oakland, Cal. 


NEW JERSEY 


TRENTON—Harold J. Johnston joined TRENTON TRUST Co. 
as vice president and trust officer. He spent 16 years in the 
trust department of Hanover Bank, New York City, and 
in 1954 joined First TRENTON NATIONAL BANK, where he 
has been trust officer. 

Robert W. Hamilton elected trust officer in charge of a 
new department of corporate trusts, including pension and 
profit sharing plans. Hamilton, vice president, has been with 
the bank since October, coming from Penn Mutual Life 
Insurance Co. of Philadelphia. Roderic C. Bazzel named 
asst. vice president and continues in administration of per- 
sonal trusts. 


NEW YORK 
NEW YORK—BANKERsS Trust Co. named Alexander B. 
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New York 





HAROLD J. JOHNSTON 
Trenton 


SHERRILL P. NEWTON , 
New York 
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THOMAS S. GATES, JR. 
New York 


Guy CRANDALL 


JOSEPH C. WEBB 
Syracuse 


Raleigh 


Adams a vice president in the public relations department; 
Thomas D. Gros an assistant secretary in personal trust 
operations. Adams is a 1939 graduate of Yale. 


NEW YORK—At CHASE MANHATTAN BANK Albert C. Bos. 
sert, Joseph J. O’Brien, and James W. North appointed vice 
presidents in the trust department. Bossert, who joined 
the bank in 1928, heads trust operations; O’Brien the agency 


JAMES W. NorTH 


ALBERT C. BOSSERT JOSEPH J. O’BRIEN 
operations division; and North is in the personal trusts and 
estates division with which he has been associated since 
1951. Promoted to asst. vice presidents were Wheeler T. 
Dell and Warren R. Witt (trust); and William S. Kraybill 
(investments and financial planning). 


NEW YORK—Sherrill P. Newton and John G. Riddell 
elected vice presidents of CHEMICAL BANK NEW YoRK TRUST 
Co., both in the trust investment department. Newton is a 
graduate of New York U. and its Graduate School of Busi- 
ness Administration; Riddell, of Miami U. (Ohio) and holds 
an M.B.A. from NYU. 


NEW YORK—Thomas S. Gates, Jr. named director and 
chairman of the executive committee of MORGAN GUARANTY 
Trust Co. Gates was Secretary of Defense during the final 
year of the Eisenhower administration, concluding a period 
of public service that began in 1953 when he was appointed 
Under Secretary of the Navy. A graduate of U. of Pennsyl- 
vania in 1928, Gates became associated with Drexel & Co. 
that year and later joined J. P. Morgan & Co., a prede- 
cessor of Morgan Guaranty. 


SYRACUSE—MarINE MIDLAND TrRusT Co. OF CENTRAL NEW 
YORK appointed Guy K. Crandall as vice president and trust 
officer, succeeding Ransom G. MacKenzie who recently be- 
came executive vice president. Crandall went to Syracuse in 
1957 from Marine Midland Trust Co. of Southern New York 
in Binghamton where he served since 1929. He is a graduate 
of the Graduate School of Banking, Rutgers. 


NORTH CAROLINA 


RALEIGH, DURHAM & WINSTON-SALEM—Joseph C. 
Webb elected vice president and trust officer and head of the 
trust department of WacHoviA BANK & Trust Co. in 
Raleigh, replacing the late LeRoy B. Martin. A trust man 
since 1937, Webb joined Wachovia in 1951 as trust officer. 
He is a former president of the trust division of North 
Carolina Bankers Association. 

At Durham, Gacy C. Cole and Nelson G. McGary advanced 
to trust officers; and at Winston-Salem Howard H. Darnell 
and Richard E. Guthrie elected asst. trust officers. 
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OHIO 


ELYRIA—Donald G. Falkner named asst. trust officer of 
ELyRIA SAVINGS & TRUST Co. 


PENNSYLVANIA 


KINGSTON—KINGSTON NATIONAL BANK promoted Arthur 
J. Jones to trust officer. 


PHILADELPHIA—James S. Maier advanced to trust officer 
at PROVIDENT TRADESMENS BANK & TrRusT Co. Joining the 
bank in 1929, Maier served with the U. S. Army and returned 
to the estate planning department in 1945. He is a graduate 
of Haverford College and the Graduate School of Banking. 
Edwin C. Donaghy, Jr., appointed asst. trust investment 
officer, is a Yale graduate and joined the bank in 1959. 


PITTSBURGH—MELLON NATIONAL BANK & TRUST Co. ap- 
pointed Frank T. Sturek investment officer and John P. 
Woods an assistant secretary in the trust department. 
Sturek, who attended U. of Pittsburgh, joined the prede- 
cessor trust company in 1921. Woods joined Mellon in 1948 
as a security trader. 


PITTSBURGH—Speros G. Drelles, formerly of the invest- 
ment firm of Chaplin, McGuiness & Co., elected a vice presi- 
dent of PITTSBURGH NATIONAL BANK where he will head the 
research section of the trust investment department. He is 
a graduate of U. of Michigan. 


SOUTH CAROLINA 


CHARLESTON & COLUMBIA—Charles Wall Cheek named 
vice president and trust officer of the Charleston office of 
First NATIONAL BANK OF SOUTH CAROLINA, succeeding Louis 
T. Parker who will retire later this year. Graduate of Wake 
Forest College in 1941, Cheek has been with WAcHOovIA BANK 
& Trust Co. in Durham, N. C. 


At Columbia, William W. Bruner named senior vice presi- 
dent and trust officer. Graduate of U. of North Carolina, 
Phi Beta Kappa, Bruner has been with First National since 
1948 as comptroller, and served as vice president and trust 
officer since 1956. 


FLORENCE—GuaARANTY BANK & TRusT Co. promoted E. S. 
Holland to vice president, cashier and trust officer. 


GREENVILLE—Thomas L. Lewis, Jr. advanced to asst. 
trust officer of SOUTH CAROLINA NATIONAL BANK where he 
supervises operations of the trust department. Lewis is a 
graduate of U. of Washington, Seattle. 


TEXAS 


DALLAS—MERCANTILE NATIONAL BANK promoted Paul H. 
Raines, Thomas Sieling and Edward H. Tenison to trust offi- 
cers; elected Thomas P. Jones III an asst. trust officer. 


VIRGINIA 


RICHMOND—Donald S. Willcox appointed a trust officer 
of CENTRAL NATIONAL BANK. Graduate of Randolph-Macon 
College, of Wharton School of Finance and Commerce of 
U. of Pennsylvania, and Graduate School of Banking at 
Rutgers U., Willcox has had his thesis accepted at the latter 
on “The Trustee’s Responsibilities with Respect to Close 
Held Corporations.” He was formerly a trust officer of 
STATE-PLANTERS BANK OF COMMERCE & TRUSTS, Richmond. 


WEST VIRGINIA 
BLAKELY—Donald R. Edmonds, vice president of BLAKE- 
LEY BANK & TRUST Co., named asst. trust officer; J. Erroll 
Ward remains as trust officer. 
WYOMING 


KEMERER—Mrs. Nellie E. Frizzell named vice president 
and trust officer of First NATIONAL BANK. 








CHANGE OF NAME, MERGERS, 
NEW TRUST POWERS 


Hot Springs, Ark. — ARKANSAS TRUST 
Co. is now known as ARKANSAS BANK & 
TruUsT Co. 


Strasburg, Colo. — Trust powers 
granted to First NATIONAL BANK. 


Atlanta, Ga. — As of May 1, the busi- 
hess development and pension and profit 
sharing divisions of the trust department 
of First NATIONAL BANK will be located 
in the First-National-North Avenue 
Building, 615 Peachtree Street, N.E. 
(8). 

Rockford, Ill. — The City NATIONAL 
BANK has changed its title to City Na- 
TIONAL BANK & Trust Co. 

Wheeling, Ill. — WHEELING TrusT & 
SavINGS BANK opened a new trust de- 
partment under the direction of R. I. 
Benson, executive vice president and 
trust officer. 


May 1961 


Olathe, Kans. — Trust powers recent- 
ly acquired by PATRONS CO-OPERATIVE 
BANK and Sam G. Perkins appointed 
trust officer. Perkins, an attorney and 
member of the Kansas State Bar Asso- 
ciation, previously served the bank as 
assistant cashier. 

Eminence, Ky. — Trust powers granted 
to FARMERS DEPOSIT BANK. 

Natchitoches, La. — With the creation 
of a trust department, the name of Ex- 
CHANGE BANK was changed to Ex- 
CHANGE BANK & TRUST Co. 

Natchitoches, La. — PEOPLES BANK 
added a new trust department and 
changed its title to PEOPLES BANK & 
Trust Co. 

St. Johns, Mich. — St. JoHNS NATION- 
AL BANK consolidated with STATE BANK 


under the name CLINTON NATIONAL 
BANK & TRusT Co. 
Chadron, Neb. — First NATIONAL 


BANK granted trust powers. 


Lincoln, Neb. — UNION BANK changed 
title to UNION BANK & TrusT Co. 


Buffalo, N. Y. — The name of LIBERTY 
BANK has been changed to LIBERTY BANK 
& Trust Co. as of March 27. 

New York, N. Y. — Merger of Na- 
TIONAL BANK OF WESTCHESTER, White 
Plains, into FIRST NATIONAL CITY BANK, 
New York, approved by stockholders of 
both institutions, 


Marion, N. C. — MARION INDUSTRIAL 
BANK has changed its name to MARION 
BANK & TRUST Co. 

Dayton, Ohio — Stockholders of PEo- 
PLES BANK & TRUST Co. and MEeEr- 
CHANTS NATIONAL BANK & TRUST Co. ap- 
proved a merger of the two institutions 
under the title NATIONAL BANK oF Day- 
TON. Russell V. Fox will become chair- 
man, Robert J. Barth, president, and 
Gordon L. Hammond remains senior vice 
president and trust officer. 
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Medina, Ohio — OLD PHOENIX NaA- 
TIONAL BANK granted trust powers. 

St. Clairsville, Ohio — BELMONT 
County NATIONAL BANK granted trust 
powers. 

Coraopolis & Pittsburgh, Pa. — Cora- 
OPOLIS TRUST Co. and the CORAOPOLIS 
NATIONAL BANK merged into UNION Na- 
TIONAL BANK of Pittsburgh and became 
branches thereof. 

Philadelphia, Pa. — Shareholders of 
PHILADELPHIA NATIONAL BANK _ and 
GIRARD TRUST CORN EXCHANGE BANK 
voted May 9 to merge the two banks. 
Plans to consolidate the two institutions 
as PHILADELPHIA GIRARD NATIONAL BANK 
& Trust Co. were approved November 
15, 1960 by directors, but the Department 
of Justice filed an action to block the 
merger on grounds it would violate ex- 
isting anti-trust laws. Judge Thomas J. 
Clary will preside at the trial scheduled 
to start June 5, but has approved the 
holding of the special shareholders’ meet- 
ings provided the merger would not be 
consummated pending a final ruling. 

Slatington, Pa. — Trust powers 
granted to NATIONAL BANK OF SLATING- 
TON. 

Borger, Tex. — First NATIONAL BANK 
received trust powers. 

Toronto, Canada — CANADA PERMA- 
NENT TRUST Co. and TORONTO GENERAL 
TRUSTS CoRP. announced they would ask 
the federal parliament for permission 
to amalgamate as CANADA PERMANENT 
ToROTO GENERAL TRUST Co. Total assets 
at end of 1960 were $607 million for 
Toronto General; $206 million for Can- 
ada Permanent. Estates, trusts and 
agencies: $521 million for Toronto Gen- 
eral; $202 million for Canada Perma- 
nent. 








TRUSTMAN HEADS 
AIR NATIONAL 
GUARD 
Willam H. Webster 
(right), vice president in 
charge of the Trust De- 
partment of Citizens Fi- 
delity Bank & Trust Co., 
Louisville, has been 
named Wing Commander 
of the 123rd_ Tactical 
Reconnaissance Wing of 
the Kentucky Air Na- 
tional Guard. In this ca- 
pacity, Col. Webster will 
be responsible fora 
squadron each from Louis- 
ville, Kentucky; Little 
Rock, Arkansas; Hutchin- 
son, Kansas; and Reno, 
Nevada. He is shown with 





Gen. A. Y. Lloyd. 








TRUST OFFICER 


Trust officer wanted to organize Trust De- 
partment rapidly growing national bank 
west coast of Florida. Kindly submit full 
particulars, background, experience, quali- 
fications. All replies will be held in strict 
confidence. Salary commensurate with abil- 
ity. 
Box H-15-1, Trusts and Estates 
50 East 42nd St., New York 17 











TRUST BANKERS 


If you are in any trust banking capacity 
(Trust/Estate Administration; Trust In- 
vestments; Corporate Trust; Estate Plan- 
ning, etc.) or are seeking personnel in 
these areas, our service should be of defin- 
ite interest to you. We specialize in plac- 
ing trust banking personnel & invite appli- 
cants & employer-clients to inquire in 
strict confidence. Send resumes, including 
salary & geographical area desired to Mr. 
Howard, to arrange for a mutually conve- 
nient appointment, or call BArclay 7-9000. 


"A PERSONALIZED APPROACH 
D oO N TO PROFESSIONAL SERVICE" 


HOWARD 
PERSONNEE, INC. 


50 CHURCH STREET -LOBBY 
NEW YORK 7, N. Y. 
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Lethbridge, Alberta, & London, 


On- 
tario, Canada — Government approval 
received to complete integration of the 
business and personnel of BRITISH CANA- 


DIAN TRUST Co., Lethbridge, into the 
CANADA TRUST Co. The latter now has 
28 offices including those of British Cana- 
dian in Lethbridge and Medicine Hat, 
extending from Halifax to Victoria. 


: EXECUTIVE PLACEMENT 3 


Individuals seeking positions in trust 
departments may have free listing 
(maximum seven lines). Responses 
to listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding. 


Attorney, experienced in drawing wills, 
probate accounting, trust administra- 
tion, and taxes. Fifteen years as vice 
president, director, and house counsel 
for large corporation. Seeks position as 
trust officer. Location immaterial. 15-2 


Attorney, 35, seeks position in South- 
west. Ten years experience in both trust 
company and law firm handling probate 
and tax matters. 15-3 


Experienced trust officer, 32, LL.B. 
degree, also Graduate School of Bank- 
ing, wishes to relocate. Seven years ex- 
perience in large department, three years 
in charge of medium size department. 
15-4 


Attorney, 44, with sixteen years ex- 
perience in general practice with special 
emphasis on probate matters and ex- 
perience in property management. Seeks 
position in small city, preferably in Mid- 
west. 15-5 


Head of 25 million dollar trust depart- 
ment, in his early 50s, is interested in a 
position with more advisory and less 
managerial responsibility. Extensive ex- 
perience in all phases of trust work. 
Prefers Pacific Southwest but will con- 
sider other areas. 14-1 


Investment officer 37, L.L.B. Harvard 
law, B.S. honors. Experience: Invest- 





ment manager quality suburban bank 
large New York City bank personal and 
pension trusts, investment counsel, Uni- 
versity lecturer evenings. 14-2 


MBA, investment major, 31, desires 
position in portfolio management. One 
year experience in Pension Fund port- 
folio management in Investment Depart. 
ment of large New York City bank. Ad- 
vancement opportunities prime consider- 
ation, Willing to relocate. 14-3 


Certified Public Accountant, 28, fiduci- 
ary tax experience with trust depart- 
ment of bank. Desires opportunity for 


advancement in new location. Prefers 
southwest or south. Resume upon re. 
quest. 14-4 


IN MEMORIAM 
Fort Wayne, Ind. — CARL W. Dav- 
NENFELSER, retired vice president and 
trust officer, FortT WAYNE NATIONAL 


BANK. 
Boston, Mass. — WINTHROP E. RICH, 
trust olin, NATIONAL SHAWMUT BANK. 


New Yor k, N. Y. — EDGAR C. GEIGER, 
vice president and head of the trust ac- 
counting section of BANK OF NEW YORK. 

Cleveland, Ohio — JoHN H. SIPPLE, 
trust officer of CLEVELAND TRUST CO. 

New York, N. Y. — JosePpH E. Morris, 
executive vice president, First NATION- 
AL City Trust Co. 

Raleigh, N. C. — LE Roy B. Marty, 
vice president and trust officer, WACH- 
OvVIA BANK & Trust Co. 


A AA 
FIDUCIARY ELECTIONS 


Trust Division, Alabama Bankers Ass0- 
ciation: 

President: N. Q. Adams, assistant vice 
president and trust officer, First Na- 
tional Bank, Mobile 

Sec.-Treas.: Corley Chapman, vice 
president and trust officer, Troy Bank & 
Trust Co. 

Trust Committee, 
Association: , 

Chairman: C. A. Broussard, vice pres! 
dent and trust officer, Guaranty Bank & 
Trust Co., Alexandria. 


Louisiana Bankers 
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SELECTED TRUST 


Worcester County National Bank, 
Worceste: 

In the past five years trust and estate 
assets have increased $28,000,000 and 
agency as.cts $82,000,000. 


Detroit Bank & Trust Co. 


A substantial number of men has been 
brought in to fill executive positions in 
the last five years. Care has been used 
in providing for the future by creating 
a good age distribution and the develop- 
ment of broad training programs. 


Manufacturers National Bank, Detroit 


The Pooled Investment Fund has en- 
abled us to attract employee benefit 
plans from virtually all segments of 
this expanding market . . . Living trusts, 
custody accounts, investment advisory 
accounts and estates provided the high- 
est income total from these sources in 
our history .. . Wills on file reached an 
all time high. 


National Bank of Detroit 

Establishment in recent years of 
suburban branch offices has enabled the 
Department to offer its services to a 
much larger number of municipalities, 
businesses, and individuals. Representa- 
tives visit the branch offices regularly 
to review trust services with branch per- 
sonnel and talk with customers. 


Genesee Merchants Bank & Trust Co., 
Flint 


Moved into attractive new quarters . 
Wills placed on file increased 43% and 
the number of active accounts for living 
persons 34%. 


City Bank & Trust Co., Jackson 


The Equity Trust (for pension and 
profit-sharing plans) has grown 14.3% 
and yields in excess of a 4% return, and 
the Fixed Income Trust has grown 
50.8% and also yields in excess of 4% 
return . . . In close second place to the 
phenominal rise of employee retirement 
trusts comes the Living Trust and Prop- 
erty Management Agency. 


National Bank of Jackson 


This department has continued to make 
an important contribution to the growth 
of the bank . . . One-third of our trust 
accounts are under $10,000 (book value) 
and one-half under $25,000. 


Northwestern National Bank, Minneapolis 

In the past 15 years the inventory 
value of assets managed has grown more 
than four times. 


— 





*This continues from the March and April issues 
(pp. 258 & 362) the excerpts about trust department 
erations in 1960 tabulated in the February issue 
(p. 104) and April (p. 361). 
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COMMENTS FROM ANNUAL REPORTS* 


Deposit Guaranty Bank & ‘Trust Co., 
Jackson, Miss. 


Number of active trust accounts in- 
creased 20% to 1212. Sixty pension 
and profit-sharing plans were installed 
(bringing total to 262 with assets ap- 
proaching $10,000,000). 


Boatmen’s National Bank, St. Louis 


More new trust and agency accounts, 
estates and will appointments than in 
any previous year. A_ general com- 
mingled trust was established for em- 
ployee retirement and welfare plans. 


Mercantile Trust Co., St. Louis 


Collective funds for investment of pen- 
sion and profit-sharing funds have been 
very helpful in providing this service. 


St. Louis Union Trust Co. 


“The trust business is not generally 
regarded as a growth business. Nonethe- 
less over the years it has shown substan- 
tial and sustained growth. The number of 
prospects for trust service is not only 
increasing numerically, but also as a 
percentage of the population. This re- 
flects the growth of our economy, the in- 
crease in personal income and the long- 
term increase in stock prices. Not only 
are the number of prospects for trust 
service increasing, but people of means 
are using to an ever-increasing extent. 
This is due to their increased apprecia- 
tion of the value of trust services and 
the effect of tax considerations in stim- 
ulating the use of trusts.” 


Security-Mutual Bank & Trust Co., 
St. Louis 


The Personal Trusts and Estates Divi- 
sion is administering the greatest num- 
ber of accounts in its history. 


Omaha National Bank 


In all divisions of the Department more 
more individuals, business firms and cor- 
respondent banks than ever’ before 
availed themselves of our services . 


GROWTH OF 
TRUST DEPT. 
1956-1960 


500 
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200 


180 


1986 


1987 


From Lincoln Rochester Trust Co. Report. 


“The foregoing results are tangible and 
measurable. We believe that the intangi- 
bles deserve equal emphasis. We recog- 
nize our responsibility to meet human 
needs in trust services; to realize that 
trust customers must never become mere 
numbers in an electronic brain; and to 
accept the serious obligations entailed in 
the safe and profitable investment of 


, 99 


‘other people’s money’. 


First National Bank of Nevada, Reno 

Trust department assets represent 
1,303 fiduciary appointments ... Trust 
offices in Reno and Las Vegas have been 
instrumental in attracting much out-of- 
state business to our bank by aggres- 
sively advertising the many tax ad- 
vantages available in Nevada. 


Indian Head National Bank, Nashua 


New business exceeded $4,500,000. 


First Camden National Bank & Trust Co. 

In the past six years assets increased 
67.3% “Corporate Trusts, Profit 
Sharing Plans and Pension Trusts ac- 
count for a substantial portion of the 
department’s work. During 1960 the 
number of such accounts increased 30%, 
accompanied by a 90% increase in com- 
pensation.” 


Montelair National Bank & Trust Co. 


The year-end market value of assets 
exceeded by millions of dollars the book 
figure. Income received for accounts un- 
der administration exceeded $5,900,000 
and is disbursed to more than 2,000 bene- 
ficiaries and customers in 39 states, the 
District of Columbia and 14 foreign coun- 
tries. Two Common Trust Funds were 
established. Will file over 2,200. 


Trust Co. of Morris County, Morristown 


56 new accounts with 


value of $5,750,000. 


approximate 


Fidelity Union Trust Co., Newark 
Established the Discretionary Common 
Trust Fund (supplementing the Legal) 





1958 1959 1960 
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and the 
Trust. 


Collective Employee Benefit 


Howard Savings Institution, Newark 


Amended the Discretionary Common 
Trust Fund to include a Legal Common 
Trust Fund. Offered 78 wills for probate 
... Administered 202 V.A. guardianships 

Administered 865 executor, ad- 
ministrator, trust and other guardian 
accounts and 160 escrow, investment and 
custody accounts — total 1,025, a gain 
of 24. Noted increased interest in life 
insurance trusts. 


National Newark & Essex Banking Co. 


The Common Trust Funds continued 
to grow. The Legal fund was divided to 
form two new funds, one for qualified 
legal investments and the other for com- 
mon stocks. 


First National Bank of Passaic County, 
Paterson 

Recurring earnings contributed a 
greater share (58%) to the total than 
ever before (54% in 1959). This trend 
stems from substantial increase in the 
number and volume of custodial and in- 
vestment management agencies opened 
during the year. 


Plainfield Trust State National Bank 


“Our Trust Department, in particular, 
has grown tremendously during the past 
decade and we are expanding our ef- 
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From 


Distinguished Sources 
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PARKE-BERNET - Inc 
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For Public Auction Sales 
throughout the United States 
of all types of industrial prop- 
erties, products, materials, 
government surplus, real 
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Write for information 
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fords to secure more business for this 
department.” 


Princeton Bank & Trust Co. 


Substantial growth and new highs in 


accounts opened and income collected 
for beneficiaries. 
Manufacturers & Traders Trust Co., 


Buffalo 


Estates in administration reached the 
highest volume in the bank’s history. 
The trend toward greater use of invest- 
ment advisory and custodian services has 
been maintained. 


Chemung Canal Trust Co., Elmira 


In the past ten years assets and in- 
come have increased more than 300%. 


Bankers Trust Co., New York 


The pension trust business, the ad- 
ministration of trusts and estates, the 
investment advisory services and the 
corporate trust business have been in- 
creasing steadily for a number of years. 
Chase Manhattan Bank, New York 

The Trust Department paid 31 million 
bond coupons, transferred or registered 
12 million stock certificates, processed 
8 million dividend checks and handled 
900,000 security transactions. 


Chemical Bank New York Trust Co. 


The past year’s volume of business 
showed good increases for all units of 
the Fiduciary Division . .. The Pension 
Trust Department is handling employe 
benefit plans for an increasing number 
of American Corporations. 


Empire Trust Co., New York 


Total fees and commissions during 
1960 were larger than in any previous 
year ... Our First Discretionary Com- 
mon Trust fund completed its eighth 
year of operation in September with a 
satisfactory record, and an asset value 
of $5,990,000. 


Fiduciary Trust Co., New York 


During the past year, this Trust Com- 
pany has seen a continued, steady in- 








crease in the number of I.M. 


(Invest. 
ment Management) Accounts, Trusts 


Estates, and executorships. 
p 


First National City Bank and First 
National City Trust Co., New York 


. . . Changes have been made in the 
organization and operating procedures 
of the Trust Company and the Trust Di. 
vision of the Bank. Because of this rye. 
alignment, the Bank has realized an ip. 
crease in income from trust services, and 
there has been a corresponding decrease 
in the income of the Trust Company. , , 
The Bank has established a Trust Ad- 
visory Board to serve as a counseling 
body on trust matters . .. Our Invest. 
ment Advisory Department has had 
marked success in increasing its busi- 
ness. Our Personal Trust Department 
has surpassed any previous year in dol- 
lar value of new trusts and estate. The 
assets of funds administered by our Pen- 
sion Trust Department increased more 
during 1960 than in any previous year 
and continued a growth trend exceeding 
the national average ... We are estab- 
lishing the First National City Trust 
Company (Bahamas) Limited, in Nas- 
sau, to meet the growing demand for 
trust services. 


Grace National Bank, New York 


There were substantial increases in 
number of accounts in every classifica- 
tion. The number of testamentary trusts 
increased by 27% resulting from the 
settlement of estates by the Bank. 


Hanover Bank, New York 


In the Personal Trust Division, ap- 
pointments of the Bank as Executor 
outnumbered and were of greater aver- 
age value than in any prior year. The 
total and average values of the new 
trusts opened during the year exceeded 
the total and average value of trusts 
closed, and were at an all-time high. In 
November the Bank started a sixth Com- 
mon Trust Fund. 


Manufacturers Trust Co., New York 


New appointments during 1960 repre- 
sented an increase of more than 26% 








When You Need a Fiduciary 
in Washington State .. . 


Trust Department 


NATIONAL BANK OF COMMERCE 
| OF SEATTLE 


BRANCHES THROUGH WASHINGTON x* One of the oldest and largest 


Member Federal Deposit Insurance Corporation 


Trust Departments in the 
Pacific Northwest. 


2nd Avenue at Spring St. Seattle 
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over the preceding year .. . The number 
of part ipating trusts in our Group 
Trust  ogram increased by 42 during 
the yea to a total of 173. 


Marine ‘lidland Trust Co. of New York 


Earniigs from the Corporate Trust 
and Stoc': Transfer Division were slight- 
ly reduccd last year due to a lower 
activity in the security markets and 
fnancin;: operations of corporations. The 
Pension Division continued to be the 
area of most rapid growth. The rise in 
business of our Investment Management 
Division exceeded any previous year. The 
number and size of estates under the 
Personal Trust Division were greater 
than ever before. 


Morgan Guaranty Trust Co., New York 


The administration of pension trust 
funds and the providing of investment 
advisory service continued as notable 
growth areas. 

Central Trust Co., Rochester 

Trust Department showed its greatest 

growth with Estate Planning as well 


as Pension and Profit Sharing programs 
leading in interest. 


Genesee Valley Union Trust Co., 
Rochester 


Contributing to the continued rapid 
growth were the estate analysis and ex- 
ecutorship functions, investment man- 
agement services, and employee retire- 
ment funds. 


Lincoln Rochester Trust Co., Rochester 


A strong upward trend through the 
acquisition of new accounts and addi- 
tions to existing accounts (see p. 469) 
.., Assets increased in five years over 
$200,000,000 at cost or inventory value. 
First Trust & Deposit Co., Syracuse 

The greatest growth was in Pension 
Fund Accounts, Investment Advisory 
Services and Estates administered. 
Marine Midland Trust Co. of Central New 
York, Syracuse 


The volume of new trust business 


TRUST DEPARTMENT ASSETS 
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placed on the books averaged over $750,- 
000 a month for a total increase during 
the year of nearly ten million dollars. 
Our Investment Management and cus- 
tody services experienced a steady in- 
crease in volume during the year. 


Marine Trust Co. of Mohawk Valley, 
Utiea 

More than 200 of our smaller trust 
accounts were participating in our Legal 
Common Trust Fund at the end of its 
third year. 


Oneida National Bank & Trust Co. of 
Central New York, Utica 


The trust department experienced its 
most active year ... The Womens Fi- 
nance Forum, now in its 10th year, and 
the annual dinner for the members of 
The Oneida, Herkimer and Madison Coun- 
ty Bar Association, held for the 7th 
time, both proved highly successful. 


Meadow Brook Natoinal Bank, 
West Hempstead 


As Meadow Brook approached the 
merger with Colonial Trust Co. of New 
York, it brought with it a substantially 
developed department particularly in the 
personal trust field. This was supple- 
mented by the accounts of Colonial 
which were predominantly of the cor- 
porate trust and stock transfer agency 
type. 
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County Trust Co., White Plains 


The growth during the last 10 years 
is reflected not only in assets but by 
additional counsel service, estate plan- 
ning, settling estates and trusteeships. 


National Bank of Westchester, 
White Plains 


The bank was named in 70 new Will 
appointments. New accounts increased 
143, which includes 88 acquired from the 
Rye and Mount Kisco consolidations. 


North Carolina National Bank, Charlotte 


The Common Trust Fund managed 
by the bank has grown to a value of 
approximately $9,500,000, representing 
investments of some 400 trust accounts. 
The bank now has 30 trust officers in 
seven cities. 


Wachovia Bank & Trust Co., 
Winston-Salem 


Gains can be attributed largely to new 
business rather than to market apprecia- 
tion. 


Fifth Third Union Trust Co., Cincinnati 


The cooperation and assistance the 
Trust Department has received from 
many sources, including Directors, Stock- 
holders and all Departments of our 
Bank, enabled it to have a successful 
and profitable year. 


First National Bank, Cincinnati 


The increase in customers and volume 





Why Delaware? 


Delaware’s unique tax and 
trust laws facilitate the accu- 
mulation, management and 
conservation of property by 
corporations and non-resident 
individuals. 


They are but one reason why 
Wilmington Trust Company, 
as trustee, handles invest- 
ments for corporations, asso- 
ciations and individuals in 
virtually all states and many 
foreign countries. 

Other reasons, of course, are 
Wilmington Trust experi- 
ence; Wilmington Trust facil- 
ities. They unite in making 
ours one of the largest Trust 
Departments in the Nation. 
These benefits are available 
to you—and your clients, We 
welcome your inquiries. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 








of work may be credited in part to the 
large number of attorneys, accountants, 
insurance men, and brokers who have 
recommended use of the Bank’s services. 


Provident Bank, Cincinnati 

A constantly growing share of Trust 
business comes through customers, at- 
torneys, accountants, life underwriters, 
investment counselors and 
holders. 


our share- 


Central National Bank, Cleveland 
The number of probate court appoint- 
ments was higher than any other year 
. . Beneficiaries and customers are lo- 
cated in 50 states and 
nations. 


several other 


Cleveland Trust Co., Cleveland 

We are now making pension payments 
at an indicated annual rate of $15,000,- 
000. 
National City Bank, Cleveland 

The Trust Department has continued 
to experience rapid growth and is mak- 
ing a significant contribution to the 
earnings of the Bank. In the past two 
years, the number of accounts being ad- 
ministered increased over 19%. We anti- 
cipate even greater growth. 


Union Commerce Bank, Cleveland 


The Cleveland General Trust is com- 
pleting its 5th year... The Trust for 
Retirement Funds (1959) offers fixed 





people in the know say... 
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income and equity investments in separ- 
ate pooled funds ... Our new Trustee 
Service Program provides a free pension 
and profit-sharing plan study for com- 


panies employing 125 persons or less, 
has been well received. 
First National Bank, Mansfield 

Most significant growth was in the 


Private Trust category, which increased 
19% over last year. Two Common Trust 
Funds were established last year to pro- 
vide small and medium sized trusts with 
greater stability of in- 
come, 


principal and 


Toledo Trust Co., Toledo 

The Trust Department again increased 
its contribution to the earnings of the 
bank. 


Liberty National Bank & Trust Co., 
Oklahoma City 

Two common trust funds were estab- 
lished during the year, one of high grade 
common stocks and one of high quality 
bonds and preferred stocks with a fixed 
rate of return. The Trust Department 
has also formulated plans for two simi- 
lar Pooled Funds for the exclusive in- 
vestment of funds of qualified employee 
benefit pension and profit sharing plans. 


First National Bank & Trust Co., Tulsa 

The volume of assets administered by 
cur Trust Department has doubled in 
the past 5 years. A large increase in 
trusts created by wills. 


National Bank of Tulsa 


Measured by volume, net earnings, new 
and asset growth, 1960 
one of our best years. 


business, was 


First National Bank of Oregon, Portland 
The number of estates administered 
by our Trust Department reached a 
new high during 1960... Steady growth 
of investment management accounts. 


The Oregon Bank, Portland 


The Common Trust Fund, set up a 
year ago, has been very encouraging 
and now has assets exceeding one mil- 
lion dollars. 


U.S. National Bank of Portland 

Trusts and agencies for the super- 
vision of investments and the manage- 
ment of real property have continued 
to be the most popular of our services. 
One factor contributing to our growth 
record is unquestionably the estate 
planning assistance provided our cus- 
tomers, without obligation, and our trust 
and tax forums. 


First National Bank, Greensburg 

The department again increased its 
contribution to the earnings of the bank. 
The Greensburg Foundation continued 
to grow and is now over $230,000. 





Harrisburg Trust Co., Harrisburg 

Personal trust relations from more 
than a thousand individuals have steadily 
increased, nearly doubling in the past 
five years to close to $40 million. 


Montgomery County Bank & Trust Co,, 
Norristown 

New records in number of accounts , 
Our Diversified Legal Trust Fund jp. 
creased 30% and has more than 795 
trusts participating in its fourth year, 


First Pennsylvania Banking & Trust Co,, 
Philadelphia 

Record potential of new will appoint. 
ments ... 171 new life insurance trusts 
value at $13 million ... Pooled fund fo; 
employee benefit plans, has market value 
of $50,000,000 .. . Common Trust Funds 
total $116 million for 3800 accounts , 
At year-end administered 9,000 personal 
trust accounts for 18,000 beneficiaries, 


Girard Trust Corn Exchange Bank, 
Philadelphia 

More than $144 million of new assets 
in active accounts .. Established 
“Natural Lands Trust” for gifts and be- 
quests from persons wishing to perserve 
natural beauty spots . Five Common 
Trust Funds and two investment funds 
for pension and profit-sharing plans had 
total assets exceeding $151 million. 


Liberty Real Estate Bank & Trust Co., 
Philadelphia 

More individuals and business firms 
than ever before availed themselves of 
the services of this department. 


Philadelphia National Bank 

Trust Department showed a profit in 
1960, three years ahead of the time anti- 
cipated when the bank entered the per- 
sonal trust field in 1951. 


Provident Tradesmens Bank & Trust Co., 
Philadelphia 

New business at a high level ... A 
new type of trust, designated as the 
Standby Trust, has been adopted. It is 
designed for persons who wish to re 
tain control over their investment port- 
folio until they may be unwilling or un- 
able to do so, at which time they desire 
our Bank to assume full responsibility 
as trustee. 


Mellon National Bank & Trust Co., 
Pittsburgh 

New business volume was one of the 
highest in our history, particularly in 
estates’. . . Net earnings increased for 
the 8th consecutive year. 


Berks County Trust Co., Reading 


More than 1,130 trusts now have an 
investment of $3,485,027 in our Common 
Trust Fund of Legal Investments and 
250 accounts have an investment of 
$1,849,297 in our Common Trust Fund 
of Legal Common Stock Investments. 

(To be continued) 
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Birmingham, Ala—“Vhe Role of In- 
dividual! \lembers of the Estate Planning 
Team” ‘vas presented on April 5 by 
Noel L. \lills, a native of Alabama, but 
now vice president and senior trust offi- 
cer of Deposit Guaranty Bank & ‘Trust 
Co.. Jackson, Miss. 

Montgomery, Ala.—A_ panel discus- 
sion on April 25 commented on business 
purchase agreements with particular 
reference to closely-held corporations. 
Panel meinbers were: Fontaine Howard. 
moderator; Mrs. Florence Jenkins; Wil- 
liam Branch; Francis Hereford; 
Robert Thorington. 


and 


Anchorage, Alaska “Estate Plan- 
ning Problems in the Estate of the Ma- 
jority Stockholder of Closely Held Cor- 
porations” was the topic discussed on 
April 25. John Hughes, attorney, led 
the discussion. 


Central Arizona, Phoenix David 
Marks, Jr., general agent for New Eng- 
land Mutual Life Insurance Co. in New 
York City, on April 3 discussed “How 
Life Insurance May Be Used To Ad- 
vantage In Profit-Sharing and Pension 
Plans.” 


Southern Arizona (Tucson) -—— Gene 
Tompane, securities analyst and trust 
ificer, Phoenix Title & Trust Co., Phoe- 
nix, on April 17 spoke on the “Present 
Status of the Stock Market and What 
We Can Expect.” Kenneth L. Lake, Tuc- 
son assistant for New York 
life Ins. Co., made a ten minute re- 
port on “Case of Mr. Executive” from 
the March issue of T&E. The facts of the 
hypothetical case were written on a 
blackboard prior to the meeting. A 
quick review was made of these facts 
and the balance of the time was used in 
presenting suggestions for improvement 
a advanced by the panel. Mr, Lake 
‘commented “it was a pleasure to be able 
make a report that tied in so closely 
vith the interests of our organization.” 


Central Arkansas (Litile Rock)—Rene 

\. Wormser, New York attorney and 
author, on April 27 discussed “Estate 
Planning in 1961.” 


Bakersfield, Cal—Donald L. Damato, 
tust officer, pension and profit sharing 
livision, Bank of America, on April 26 
liscussed “The Use of Pension and 
Profit Sharing Trusts in Estate Plan- 
ting,” 


manager 


Fast Bay (Oakland, Cal.)—“‘Living 
lusts” were discussed on April 10 by 
kay Bolton, attorney, and Charles 


Vinkle of Crocker-Anglo National Bank. 





“STATES 


May 196] 


EST ATE PLANNING COUNCIL ACTIVITIES 


Los Angeles, Cal.—A panel discussion 
on April 17 examined the subject: 
“When Should Life Insurance Proceeds 
Be Payable In Lump Sum? Under Settle- 
ment Options? To Life Insurance 
Trust?” Panel members were: Cecil E. 
Ricks (moderator), Head of Research 
and Design Department, Connecticut 
General Life Insurance Co.; Hal A. 
Hardin, vice president and trust officer, 
Security-First National Bank; Ken W. 
Christianson, C.L.U., Connecticut Mu- 
tual Life Insurance Co. 


Santa Clara County (San Jose, Cal.) 
-— The second session on “When Do We 
Incorporate?” held on April 17, dealt 
with “Tax Problems and Considera- 
tions” with Kenneth S. Wood, C.P.A., as 
speaker. The March meeting had dis- 
cussed “Problems and Procedures” 
under the leadership of Jos. W. Hender- 
son, attorney. 

Southeast Florida (Miami)—Three 
of the lecturers from the Miami Tax 
Conference addressed the Council on 
April 26. They were: Professor Robert 
Anthoine, of Columbia University Law 
School; John S. Pennell, Chicago attor- 
ney; and Professor Alan N. Polasky of 
the University of Michigan Law School. 

St. Petersburg, Fla.—Professor Ken- 
neth L. Black of the University of 
Florida on April 27 discussed estate 
planning from a_ professor’s point of 
view. 

Hawaii (Honolulu )—*“Some functions 
of stocks and bonds in estate planning” 
were discussed on April 27 by ‘Thomas 


L. Schoen, assistant manager, Walston 
. Co., Ine. 

Indianapolis, Ind.—Jack M. Schenck, 
assistant trust officer of Merchants Na- 
tional Bank & Trust Co., spoke April 20 
on “New Tricks with an Old Dog.” He 
discussed new ideas for trusts in -estate 
planning. 

Des Moines, lowa — “The Estate 
Planning Problem in Agriculture” was 
the April 3 topic for Neil E. Harl, Re- 
search Associate in the Agricultural Law 
Center of the State University of Iowa. 

Baltimore, Md. — MacAsbill, Jr.. 
Washington attorney, spoke on “Discre- 
tionary Trusts” at the April 27 meeting. 

Berkshire County (Pittsfield, Mass.) 
—“‘The Trustee’s Philosophy of Invest- 
ments” was discussed on April 6, by 
Alan Campbell, assistant vice president, 
Valley Bank & Trust Co., Springfield. 

Worcester County (Worcester, Mass.) 
—A panel of Council members on April 
25 discussed the estate problem of 
“Prospect Needy,” copies of whose assets 
and family situation had been given out 
to members. On the panel were: Joseph 
W. Crotty, C.P.A.; Bradley B. Gilman, 
vice president and trust officer, Worces- 
ter County National Bank; Ellwood N. 
Hennessey, C.L.U.; and Thomas R. 
Mountain, attorney. Officers re-elected 
for the ensuing term are: Pres.—George 
Avery White, Jr., attorney; Ist Vice 
Pres.—James L. Moorefield, life under- 
writer; 2nd Vice Pres. — Joseph P. 
Burns, life underwriter; Sec.—George 
F. Shannon, C.P.A.; Treas.—John W. 
Curtis, trust officer, Worcester County 
National Bank. 

Detroit, 


Mich.—*‘Professional Part- 
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nerships” were discussed on April 12 
by Samuel E. Gawne, attorney and au- 
thor. Officers (elected in February) are: 
Pres.—Clyde J. Manion, field representa- 
tive, Equitable Life Assurance Society 
of the United States; Vice Pres.—Edgar 
B. Galloway, vice president and assistant 
trust officer, National Bank of Detroit; 
Sec.—Miss Lillian G. Hogue, C.L.U., 
field representative, New York Life In- 
surance Co.; and Treas.—John E. Park, 
trust officer, Detroit Bank & Trust Co. 

St. Louis, Mo.—Marvin L. McCarthy, 
superintendent of the Advanced Under- 
writer Training Division of the Agency 
Department, Northwestern Mutual Life 
Insurance Co., on April 3 presented an 
illustrated talk on “Some Current De- 
velopments in Estate Planning.” 

New Hampshire—H. Shippen Good- 
hue. Boston attorney, presented two sub- 
jects on April 11: “Some _ Recent 
Thoughts on Pour-Over Wills” and “The 
Independent Trustee and Gifts in Trust.” 

Long Island, N. Y.—Business insur- 
ance was the topic at the April 6 meet- 
ing. Specific problems were used to ex- 
plore the advantages and disadvantages 
of various methods of agreement. 

Rochester, N. Y.—A. M. MeNickle, 
vice president, Pittsburgh National 
Bank, on April 20 discussed “The Power 
of Speech to Stir Men’s Blood.” 

Charlotte, N. C—The Honorable Wil- 
liam A. Johnson, newly appointed Com- 
missioner of Revenue for North Caro- 
lina, was the speaker on April 24. 

Cleveland, Ohio—Anthony J. Nuccio 
addressed the Society of Estate Analysts 
on April 10. His topic—“The Ohio 
Spendthrift Trust and It’s Related Prob- 











lems”—was chosen because Mr. Nuccio, 
an attorney, had recently completed re- 
search on the Spendthrift Trust provi- 
sions of Ohio and neighboring states. 

Dayton, Ohio—‘Beneficiary Designa- 
tions in Business Insurance Cases” were 
discussed on April 13 by Stephen Nolan, 
advanced underwriting specialist for 
Mutual Life of New York. 

Tulsa, Okla. — “Lifetime Giving to 
Conserve Estates” was the subject of a 
panel discussion on April 24. Panel 
members were: Larry York, C.P.A.: 
Charles B. Neal, vice president and trust 
officer, First National Bank & Trust Co.: 
and Moody Seibert, account executive 
for Merrill Lynch Fenner & 
Smith. 

Bucks County, Pa.—David T. Steere, 
assistant trust officer, Philadelphia Na- 
tional Bank, on April 4 discussed “The 
Investing of Trust Funds.” 

Nashville, Tenn.—‘Custom-made Em- 
ployee Benefit Plans” were discussed 
by James B. Irvine, Jr., C.L.U., of 
Chattanooga on April 24. Mr. Irvine is 
general agent for National Life Insur- 
ance Co. of Vermont and chairman of 
the Million Dollar Round Table of the 
National Association of Life Under- 
writers. He is also regional manager for 
R. P. Burroughs Co., Actuaries and Con- 
sultants in Employee Benefit Plans. 

Corpus Christi, Texas—“Wills” were 
discussed at the April meeting by Rupert 
N. Gresham, San Antonio attorney. 

Dallas, Texas — Davis W. Gregg, 
C.L.U., who is president of the Ameri- 
can College of Life Underwriters, dis- 
cussed on April 3 “Permanent Life In- 
surance in Estate Planning.” 
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View of new Main Bank Building of First 

National Bank of Fort Worth also shows 

adjoining Motor Bank and Parking Build. 
ing. Press prevue took place April 18. 








El Paso, Texas—Julian Bernat, at- 
torney, spoke on “Problems of Small 
Estates” at the April 18 meeting. 

Houston, Texas — The following offi- 
cers were elected on April 20 for the 
ensuing year: Pres. — B. Hunter Loftin, 
attorney; Vice Pres. — Gordon §, 
Moore, C.P.A.; Sec. — E. C. Edens, Jr., 
vice president and trust officer, Bank of 
the Southwest; Treas. — Cape DeWitt, 
C.L.U. 

San Antonio, Texas—John M. Zuber, 
vice president and senior trust officer, 
Republic National Bank, Dallas, spoke 
at the April 18 meeting on “Life Insur- 
ance Trusts and Gifts of Life Insur- 
ance.” 

Roanoke, Va.—‘‘Problems in Practi- 
cal Estate Settlement” was the subject 
for a panel discussion on April 24. Panel 
members were: R. Hampton Davis, 
moderator; John B. Cocke; Louis A. 
Rothgeb; and Hampton W. Thomas. 

Enclosed with notice of meeting for 
each member of the Council was a cop) 
of The Shenandoah Star (Shenandoah 
Life Insurance Co.) containing an ar- 
ticle reprinted from Trusts AnD Es- 
TATES* that “tells a story of the type of 
cooperation among estate planners for 
which our Council is striving.” The 
author .is David D. Taylor, C.L.U., of 
Shenandoah’s Clarksburg, W. Va. 
branch. 

Toronto, Ont.—Reginald L. Kayler. 
LL.B., C.L.U., executive director and 
general counsel, Life Underwriters As 
sociation of Canada, discussed “Prob- 
lems Facing The Life Underwriter” at 
the April 4: meeting. 








*TRUSTS AND ESTATES, Feb. 1961, p. 91. 
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ON THE PUBLICITY FRONT 


Newspuper and Magazine Advertising 

“Do you know all you should about 
Trust? asks a recent ad from First 
Nations! Bank of Arizona, Phoenix. 
The acd. shown here, carries a picture 
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of Paul Neitz, president of Central 
Citrus Co., all decked out for a fishing 
trip, and comments that “Paul Neitz 
really enjoys outdoor activities like fish- 
ing these days, because his estate affairs 
are being capably managed by a full- 
time, expert partner.” The partner, of 
course, is the bank and the text tells the 
reader that Mr. Neitz lives in Phoenix 
and has a wife and two children. A 
similar ad with the same picture is en- 
tiled “More Time for Fishing!” and 
presents the same message but differ- 
ently phrased. 

“Could this happen to you?” asks an 
ad of Merchants National Bank, Allen- 
town, Pa. A clipping from a newspaper 
is shown with one portion enlarged and 
advertising for sale a prosperous family 
business which must be sold to settle 
an estate. 

“A Medical Check-up . A Dental 
Check-up . . . why not a Legal Check-up 
for Your Family?” asks an ad from 
Southern Bank & Trust Co., Richmond, 
Va. The ad points out that the purpose 
of any check-up is to avoid trouble, save 
time and money. It discusses particular- 
ly joint ownership and the provisions of 
the reader’s will as matters which are 
well worth a consultation with his at- 
torney. The ad was “warmly received” 
by members of the Richmond Bar, each 
of whom received a copy from the bank. 

“Your wife?” inquires an ad from 
Citizens & Southern National Bank, At- 
lanta, showing a picture of a modern 
woman with head and hands caught in 
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an old fashioned pillory. “Many a wife.” 
the ad states, “has inherited her hus- 
band’s estate only to make a rude dis- 
covery: that she has been left trapped 
in a task of many months’ duration... . 
Clearly the job of executor or trustee 
is not one to be wished off on a wife - 
or upon a friend, relative or business 
associate.” 

“Will your family have to dig for its 
inheritance?” asks an ad of Indiana Na- 
tional Bank, Indianapolis, which shows 
a crinkled map and talks of burried 
treasure. “The tides of time often alter 
family circumstances. And the Will de- 
signed for the protection of your heirs 
may become, like the legendary treasure 
maps, obsolete.” 

“Get more mileage out of your estate 
dollars!” urges an ad from Rhode Island 
Hospital Trust Co., Providence. Com- 
menting on the normal objectives of 
providing for widow and then children, 
and the hazards along the way, the text 
continues, “Did you know you can re- 
duce these hazards now? Working with 
your attorney who should draw your 
Will, and with one of our trust officers, 
you can preserve your estate from un- 
necessary, excess taxation — and from 
repeat taxation in your wife’s estate .. .” 

“Before you vacation, make certain 
your Will is up-to-date and your invest- 
ments under expert supervision,” advises 
an ad from State Bank & Trust Co.., 
Evanston, Ill. The picture shows two 
people at a table sillouetted against a 
large window looking out on the swim- 
ming pool and lounging chairs of a 
mountain resort, 

In its continuing campaign to adver- 
tise “I.M.” accounts, Fiduciary Trust 
Co., New York, states in a recent ad 
that Investment Management means “by 
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From C. & S. ad. 
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an independent trust company . . . which 
specializes in the care and management 
of invested funds . . . unbiased, concen- 
trated and continuing investment re- 
search primary consideration to 
your particular problems and needs .. . 
(management) that is resourceful and 
alert . . . custody of the securities, in- 
formation for tax returns, and ready 
access to full information whenever you 
desire it . 


Booklets 


“Would You /nvite the Government 
to Run Your Business?” This arresting 
title starts an article in “Forethought,” 
published bi-monthly by Montreal. Trust 
Co., which describes how “Mr. Perry 
Brown” did this very thing in effect be- 
cause he had never made a Will. After 
describing the situation resulting from 
intestacy, the writer sets forth “some of 
the advantages Mr. Brown gains in leav- 
ing a valid, up-to-date Will.” He can 
use his intimate knowledge of his own 
affairs; he can name his executor; he 
can make charitable bequests; he can 
arrange for the continuance of his busi- 
ness; and he can be certain personal 
possessions are distributed according to 
his wishes. 

“Beware of the bulls and the bears!” 
advises an article in the current issue of 
‘“Woman’s Business” published by Har- 
ris Trust & Savings Bank, Chicago. 
“Playing the stock market is a tricky 
business. And each year the market gets 
more complex. Managing a_ portfolio 
can be a full-time job. and these days, 
who has the time? In addition, there’s 
the matter of keeping tab on dividends 
and accounting of such income for your 


tax return. What’s more. there’s the 
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worry of keeping your securities safe.” 
The article goes on to describe how an 
investment agent account can “end this 
worry and bother.” 

“The Importance of Estate Planning” 
provides the subject for a brochure from 
First Trust Co. of Saint Paul. “You may 
be the exception! But most people don’t 
take action with respect to their estate 
plans unless they realize the importance 
of estate planning,” the brochure says. 
In two short pages the major values of 
such a step are outlined and the reader 
is informed that this brochure is the 
first of a series of six. Others that fol- 
low will 
particular subjects. The hope is_ ex- 
pressed that the brochures will serve as 
a reminder for careful planning with 
one’s attorney for “of, course, the archi- 


present short discussions on 


tect of your estate plan is your own 
attorney.” 

“Look at estate planning this way,” 
booklet from United States 
Trust Co., New York. “Estate planning 
is for people — you and your family.” 
The brochure-type publication _ tells 
briefly what estate planning does for 
these “people” and how the law provides 
an estate plan for you if you don’t de- 
velop your own. “In its way, this is a 
plan, but a poor one.” 


advises a 


(Juestions are 
raised as to how certain types of assets 
such as stock options and deferred pay 
contracts should be treated and also in- 
quires, “Can you afford not to have a 
trust in your estate plan?” The booklet 
concludes with brief statements of what 
the trust company can contribute to 
the making and working of plan. 


Forums 

A special dinuer for attorneys spon- 
sored March 16 by Beverly Bank, Chi- 
cago, gave opportunity to explain the 
bank’s new trust division to the 100 at- 
torneys who attended. Bank president 
Raymond J. Spaeth and trust officer 
John M. Finnegan, greeted the guests 
and the main speaker was Judge Robert 
Jerome Dunne of Cook County Probate 
Court. 

A “Technical Training Seminar” was 
April 3 by Worcester 
(Mass.) County National Bank. The 
basis of discussion was the Arthur D. 
Little report on the economic future of 
Worcester and the training needs of the 
area. Invited speakers with specialized 
background presented various phases of 
the problem and its possible solutions, 
and these reports were later given to 
the Industrial Bureau of the Worcester 
Chamber of Commerce for its “action 
program.” 

A three-meeting 


sponsored on 


Women’s Finance 
Forum, starting April 10, was sponsored 
by First National Bank & Trust Co.., 
Muskogee, Okla., with the first session 
held at Severs Hotel. Family Financing 
was discussed by Robert E. Lee, vice 
president of First National Bank & 
Trust Co., Oklahoma City. 

More than 675 women registered for 
a special course in money management 
sponsored by Liberty National Bank & 
Trust Co., Oklahoma City, and planned 
for 500. The four meetings were spaced 
between April 19 and May 11. The 
speakers included Dr. Donald R. Chil- 


dress, associate dean of the College of 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancillary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 
St. Louis Union Trust Company 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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Business Administration, University of 
Oklahoma, three officers of the 
bank. The topics covered were life jp. 
surance, the banking system, “wills, es. 
tates and trusts,” 


and 


and investments. 
A A A 


Royal Trust Co. Wins 
Advertising Award 


Royal Trust Co., Montreal, was the 
only financial institution to receive an 
award for an “outstanding campaign” 
from the selection committee of the 
Canadian Advertisers Association, the 
Canadian Advertising Agencies Associa- 
tion and the Copy Directors Club of 
Toronto. The award was made at the 
final session of the 46th Annual Meeting 
of the Canadian Advertisers Association 
held in Toronto during the first week 
in May. 

Only 23 company campaigns were 
chosen by the Selection Committee out 
of 375 submitted. Royal Trust Co.’s 
campaign is described in the May 5 
issue of Marketing. The campaign 
sought to “convey the friendly, under- 
standing and sympathetic attitudes” of 
the Trust Company and “reflect an im- 
age of personal service.” This was done 
through natural, human interest situa- 
tions by full page, full color ads in mag- 
azines supported by newspaper and busi- 
ness paper advertising. “Each ad is a 
stopper, rare among trust company ads. 
The photos tell a story which the reader 
can identify with himself.” 

In making the presentation, J. V. 
Dampsy, general advertising and sales 
promotion manager of Canada Packers 
Limited, said in part, “(the ads) are 
mechanically excellent — good readable 
format, big picture and certainly the 
best in photography, good headlines re- 
lating well to the illustrations, sincere, 
well written copy with excellent use of 
white space Instead of ignoring 
death, as many advertisements of this 
type do, it has been treated naturally. 
tastefully and honestly . . . In the third 
ad — Suddenly the World is Halved — 
The picture and heading tell the full 
story. I read on and find my judgment 
was correct. . .” 

The series was developed with McKim 

Advertising Ltd. The ads were reported 
from time to time in Trusts AND Es- 
TATES (cf. Feb. 1960 p. 153, Nov. 1960 
p. 1106). 
e Federal tax collectors refused to allow 
$635 million in claims for refunds by 
taxpayers last year. The $635 million 
saved through the disallowance of these 
claims compares with $260 million the 
previous year. 
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Doubtful Beneficiaries 


Taxation of Income Withheld Because of 
Doubt as to Beneficiary’s Identity 


CARTER T. LOUTHAN 


Turk, Marsh, Ouchterloney & Kelly, New York 


NDER SECTIONS 651 AND 652, WHICH 
VU) raate to the taxation of simple 
trusts (i.e. those where the trust income 
js required to be distributed currently) 
the income of a trust which is both tax- 
able and currently distributable is de- 
ductible by the trust and taxable to the 
fiduciary even though there is no actual 
distribution. Under Sections 661 and 
662, which relate to the taxation of 
complex trusts, similar treatment is ac- 
corded to so much of the taxable income 
of the trust as is required to be dis- 
tributed currently. 

Doubt as to whether income, which 
ordinarily would be considered current- 
ly distributable, should be taxed to the 
trust as an entity or to the beneficiary 
arises if the fiduciary in good faith with- 
holds distribution because of doubt as 
to whether a particular item of taxable 
income constitutes income for trust ac- 
counting purposes. A similar problem 
arises if there is doubt as to whether an 
item of taxable income is distributable 
to income beneficiary A or income bene- 
ficiary ‘B, whether the doubt arises be- 
cause of a question of law or of fact. 
For example, the doubt arises because of 
a question of law if the instrument re- 
fers to children and there is an adopted 
child. If income is to be distributed to 
A, B and C, or the survivor of them, 
and C is missing under circumstances 
which make it impossible to ascertain 
whether he is living or dead, the doubt 
arises because of a question of fact. 


In Case of Doubt 


Whenever there is such a doubt the 
trustee, in order to protect himself 
against surcharge, will refuse to distrib- 
ute the item until the doubt is resolved 
by a judicial accounting, a proceeding 
for a construction, or a compromise 
agreement between the interested per- 
sons, 


Where there is doubt as to the identity 





Presented at annual meeting of Taxation Section 
of New York State Bar Assn., Jan. 26, 1961. 
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of a beneficiary, either a complex or a 
simple trust will have a problem as to 
who is to be taxed upon the income 
which otherwise would be currently dis- 
tributable. Where there is doubt as to 
whether an extraordinary dividend or 
taxable stock dividend is allocable in 
part to principal, a complex trust will 
have a problem as to whether the item 
is treated as currently distributable for 
tax purposes. A simple trust will not 
have the latter problem since Section 
643(a)(4) by eliminating such divi- 
dends from “distributable net income” 
makes it clear the trust must pay the tax. 
Both complex and simple trusts will 
have a problem if carrying charges on 
unproductive property are used to re- 
duce the income deemed distributable 
from other property and it is later de- 
termined that they should have been 
charged to principal. 

Such doubtful items probably will be 
taxed to the trust as an initial proposi- 
tion since no beneficiary will wish to 
pay tax upon an amount he never may 
receive. The question is whether the 
trust is to continue to be taxed upon 
such income even though the doubt is 
resolved in a later year. Compare G.C.M. 
20965, 1939-2 CB 194 with DeBrabant 
v. Commissioner, 90 F 2d 433 and Hig- 
ginson v. U. S., 238 F 2d 439. 

The problem is complicated by the 
fact that the statute of limitations upon 
the assessment of additional taxes 
against the beneficiary often will run 
before the doubt is resolved. The provi- 
sions of Sections 1311-1314, relating to 
the mitigation of the statute of limita- 
tions, will open up the statute for mak- 
ing assessments against the beneficiary 
only if the trustee has filed a refund 
claim. It seems unsound to make a rule 
of substantive law depend upon whether 
the statute of limitations has run. Ac- 
cordingly the trust should be made tax- 
able upon income withheld by reason of 
such doubt and a subsequent resolution 
of the doubt should not relieve the trust 


of taxability or impose liability for tax 
upon the beneficiary. This could be 
accomplished by adding a new subsec- 
tion to Section 643. Such new provision 
should provide that “income required to 
be distributed currently” does not in- 
clude an item which the fiduciary act- 
ing in good faith does not distribute 
during the taxable year because he is in 
doubt either as to the extent to which 
such item constitutes income for trust 
accounting purposes or as to the identity 
of the beneficiary entitled to receive it. 


Another Erroneous Result 


Where a simple trust has withheld 
distribution of an item because of doubt 
as to the identity of the beneficiary, 
Section 651(a) of present law makes 
the complex trust rules applicable to the 
trust in the year in which the item is 
actually distributed. 

Thus whether the trust is ordinarily a 
simple or a complex trust, Sections 661 
and 662 always will apply to it in the 
year in which distribution of such doubt- 
ful items eventually is made. Section 
661(a)(2) requires any distribution to 
be taxed to the distributee to the ex- 
tent of “distributable net income” — 
essentially taxable income with certain 
adjustments. Thus, if in the year of such 
distribution other items of gross income 
are received which are withheld from 
distribution because of doubt as to the 
identity of the beneficiary, such with- 
held items may result in the taxation 
in whole or in part of the first group of 
doubtful items which now are being 
distributed. 


That result seems erroneous. The 
items which are being distributed are 
clearly identifiable as those which were 
formerly withheld from distribution 
because of doubt as to the identity of 
the beneficiary, so that there is no 
tracing problem or opportunity for dis- 
torting the income tax liability of the 
trust or beneficiary. 
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Throw-Back 


It also appears that in principle the 
throw-back provisions (which operate 
under Sections 661 and 662) should 
not apply to such a distribution since 
no tax avoidance is involved. Section 
1.643 (a)-4 of the Regulations, however, 
makes it clear that where an extraordi- 
nary dividend or taxable stock dividend 
was excluded from the distributable net 
income of a simple trust under Section 
643(a) (4), the subsequent distribution 
thereof falls under the throw-back rule. 
If doubtful items have been taxed to a 
complex trust it is equally clear that the 
throw-back rules of present law would 
apply to a subsequent distribution 
thereof. 

It should be noted, however, that the 
five year limitation imposed by Section 
666(a) will prevent the application of 
the throw-back provisions in many of 
these situations. It is rare that the doubt 
is resolved within the five year period 
unless the item is very large or was 
fortuitously received shortly before an 
accounting proceeding was _ instituted. 
Furthermore, the situation here involved 
is different from that at which the throw- 
back provisions were aimed. The failure 
to distribute was not motivated by any 
desire to relieve the beneficiary of tax 








Keith Morrison, profes- 
sor of law at the Uni- 
versity of Texas, watches 
George K. Meriwether, 
III, vice president of the 
Austin National Bank, 
present $100 check to 
Jerry A. Wells for second 
prize in 6th annual es- 
tate planning contest 
sponsored by the bank. 
First prize winner was 
Benny Hughes. now a 
member of a Beaumont 
law firm. 





and he will receive the amount, not when 
it is most advantageous for him to re- 
ceive it from a tax standpoint, but when 
the doubt is resolved in the ordinary 
course of trust administration. It is im- 
possible to generalize whether exempt- 
ing the distribution from the throw-back 
rule will increase or decrease the tax. 
A large trust may have numerous bene- 
ficiaries with small incomes who would 
pay less tax than the trust, while the 
wealthy beneficiary of a small trust 
would pay more tax than the trust. 
Accordingly it would seem that Sec- 
tion 663(a) should be amended to pro- 
vide that where an item was excluded 





in a prior year from income required to 
be distributed currently, because of 
doubt as to the identity of the taker, 
the subsequent distribution shall not be 
taken into account for the purposes of 
Sections 661(a) and 662(a). 


A AA 


e A 14-year-old boy last month received 
$12,000 under the will of a total stranger 
because he happened to be the first boy 
born on July 2, 1946 in Paterson (N. J.) 
Hospital. Robert de Boer was the lucky 
beneficiary of the legacy by Fred Eg- 
germann whose birthday was July 2 and 
who died last year. 
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Massachusetts 
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fiduciary organizations in 


We will handle your inquiry 
promptly, precisely, and pleasantly. 
Stop in and see us next time 


you’re in Boston! 
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100 FRANKLIN ST., BOSTON 6 
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BAR( LAY COLUMN 
‘Continued from page 460) 


cash |-dger card, the date, the trust 
numbe’, the transaction code, the de- 
scripti: n and the amount are automatic- 
ally punched in cards. Periodically the 
punch« ‘| cards are delivered to a data 
processing center where they are proc- 
essed !» develop the reports. 

Mr. johnson points out that this pro- 
cedure is not undertaken solely in order 
to obtain data for income tax purposes. 
Rather. the data processing center is 
able to develop three reports from the 
transaction cards. 

The first report is the daily report. 
It lists transaction totals for a particular 
working day. These totals are compared 
against the control totals from the ac- 
counting machine to provide a guaran- 
tee of system accuracy. The daily re- 
ports for all the working days covered 
by a group of cards are available with- 
in half a day after the cards are de- 
livered to the processing center. Because 
of the control checks in the system, it 
is no longer necessary for an admini- 
strative officer to check every report be- 
fore it is sent to a customer. 

The second report is the customer’s 
statement rendered monthly or for any 
other period desired. Such a statement 
records all the transactions occurring in 
a particular trust in the same manner 
as they are posted to the cash ledger. 

The third report is the annual tax in- 
formation report which groups all the 
income information on each trust so 
that it can be conveniently transferred 
to the customer’s income tax return. 
This report is now ready for the cus- 
tomer within ten days. Mr. Johnson 
points out the contrast with the former 
long delays while the trust department 
was struggling with three months of 
overtime and the obviously favorable 
eflect of the new system on customer 
relations. 


A AA 


Speakers, New Faculty 
Members for GSB 


Samuel C. Waugh, Washington con- 
sultant for the international department 
of Bank of New York and a former 
president of the Trust Division of the 
American Bankers Association, will 
make the Harold Stonier Memorial Ad- 
dress on June 16 for the Stonier Grad- 
uate School of Banking during its an- 
nual session at Rutgers. On June 21 the 
entire student body will hear Dr. E. 
Sherman Adams, vice president, First 
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Thomas R. Mason, Uni- 
versity of Oklahoma Col- 
lege of Law junior, is 
shown being presented 
with ninth annual $500 
scholarship by Harvey P. 
Everest, President, Liber- 
ty National Bank and 
Trust Co. of Oklahoma 
City. 

Award was established 
by the Trust Department 
to stimulate interest in 
estate planning among 
law students. Mason will 
do research this semester 
at the University in the 
field of Estate Planning. 





National City Bank, New York, and for- 
merly deputy manager of the A.B.A. as 
well as director of the Stonier School. 

New members of the Trusts faculty 
are: J. Dewey Daane, assistant to the 
secretary, Treasury Department, Wash- 
ington; James F. English, vice president, 
Connecticut Bank & Trust Co., Hart- 
ford; Paul F. Miller, Jr., Drexel & Co., 
Philadelphia; Norman E. Walz, vice 
president and senior trust officer, First 
National Bank, Sunbury, Pa.; Albert W. 
Whittlesey, senior vice president, First 
Pennsylvania Banking & Trust Co., 
Philadelphia; and Peter J. Brennan, as- 
sistant trust counsel, Harris Trust & Sav- 
ings Bank, Chicago. 

A AA 


Fellowships Awarded to 
Three C.L.U.’s 


The Scholarship Committee of the 
C.L.U. Institute Board has awarded 
three Robert L. Woods C.L.U. Institute 
Fellowships to Fritz A. Lichtenberg, 
C.L.U., Massachusetts Mutual, Colum- 
bus, Ohio; Sumner Rodman, C.L.U.. 
Aetna Life, Boston; and Ralph W. 
Tipping, C.L.U., Provident Mutual, Los 
Angeles. The Fellowships were estab- 
lished by Massachusetts Mutual in honor 
of Mr. Woods’ distinguished service as 
1959-60 president of the American So- 
ciety of Chartered Life Underwriters. 
Mr. Woods is general agent for the com- 
pany in Los Angeles, but candidates for 
the Fellowships are selected on the basis 
of outstanding Chapter leadership, re- 
gardless of company affiliation. 

Each Fellowship, worth $260, covers 
room, board and tuition fees for its 
recipient at the 1961 Institute designated 
by the Scholarship Committee. Lichten- 
berg will attend the 28th C.L.U. Insti- 
tute at the University of Wisconsin, 
July 30-August 5; Rodman attended the 
27th institute at the University of 
Georgia, April 16-22, and Tipping will 
attend the 29th Institute at the Univer- 
sity of Colorado, August 13-19. 





SIDELIGHTS 
(Continued from page 438) 


employment with a rising standard of 
life for the bulk of the people is the 
only and indeed the right policy for any 
government to pursue and it seems clear 
that we cannot have full employment 
without also a situation in which indus- 
try and trade are generally prosperous. 
At the same time, however well it is 
controlled — and we have had practically 
stable retail prices for some two years 
— we are more likely to have inflation 
than deflation with very full employment. 
This makes the ordinary shares in in- 
dustry a very attractive investment, 
both because they are a hedge against 
inflation and apparently are less risky 
than hitherto, though this could be 
proved wrong.” 








Don’t blindfold him! 


B boa AWESOME-looking instrument 
in the picture above is an electron 
microscope. Through it, a cancer re- 
searcher can observe the detail of a 
cancer cell—magnified 100,000 times. 
The microscope costs $35,000 
and was paid for by American 
Cancer Society funds— which 
support 1300 scientists, all 
working to find the cause of 
cancer, and its prevention. 
Don’t blindfold cancer re- 
search. Give to it. Send your con- 
tribution to CANCER, c/o your 
local post office. 
AMERICAN CANCER SOCIETY 
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WILLIAM E. HALL, attorney and presi- 
dent of the Boys Clubs of America for 
38 years, directed payment of cash be- 
quests to several charitable institutions. 
$100,000 to each of his three daughters 
and his wife, payment of the latter hav- 
ing preference over all others. One- 
quarter of the residuary estate is to be 
placed in trust and the income distributed 
to Mrs. Hall during her life, and upon 
her death, the fund is to be held in 
further trust for each of the daughters. 
The second life beneficiaries may ap- 
point in their wills the remainder to their 
descendants or to the descendants of the 
decedent. 

The remaining three quarters of the 
residue is to be divided into three equal 
trusts for the daughters. They are em- 
powered to appoint the remainders in 
manner similar to that in the first trust. 

Mr. Hall named one of his law part- 
ners and the Morgan Guaranty Trust 
Co. of New York as executors and trus- 
tees. The trustees may invade the corpus 
of any of the trusts to meet extra- 
ordinary expenses resulting from serious 
illness or injury of any beneficiary, or 
to purchase a home for a beneficiary. 
They are empowered to carry on the 
business of the Middle Atlantic Securi- 
ties Corp., or of any other corporation 
controlled by the fiduciaries, until such 
time as it is expedient or advantageous 
to dispose of the stock or liquidate the 
corporation. If at any time the executors 
or trustees cannot agree as to how the 
stock of certain designated corporations 
is to be voted or as to the terms of the 
sale of the stock, the decision of the 
individual fiduciary is to control. 


GILBERT H. MONTAGUE, a leading au- 
thority on antitrust law, bequeathed 
$15,000 to a nephew, $75,000 to an em- 
ployee provided that he remained in his 
employ until the day of his death, and 
some $8000 to six other employees upon 
the same contingency. The remainder of 
the estate is to be distributed to a num- 
ber of religious, educational and cul- 
tural institutions in memory of his wife 
and friends connected with each of the 
institutions. Kenyon, Colby, Springfield 
and American International Colleges are 
recipients of $50,000 bequests, while Am- 
herst and Smith receive .$20,000. The 


bequest to Amherst is to be added to- 


previous gifts made by Mr. Montague 
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and is to be applied for the upkeep of 
the house in which the noted author 
Emily Dickinson — a collateral relative 
of Mr. Montague — lived at the time of 
her death. 

The income from a $200,000 fund left 
to the University of Michigan is to pro- 
vide scholarships for the Law School. 
The residue of his estate is left to 
Harvard, his alma mater. 


Bankers Trust Co. and the individual 
co-executors are directed to act jointly 
in all matters pertaining to the ad- 
ministration of the estate, but in the 
event of a difference of opinion between 
them, the decision of the bank is to 
control. 


HENRY G. Lorp, former chairman of 
the finance committee of the McGraw- 
Hill Publishing Co., left an estate valued 
at over $100,000. After directing pay- 
ment of $5,000 to his married daughter, 
Mr. Lord, a widower, divided the re- 
mainder of the estate into three shares 
— a 1/6 share to be distributed to each 
of her two children and a % share to 
be held in trust for his unmarried daugh- 
ter. The trust remaindermen are the 
two grandchildren. Mr. Lord indicated 
he had discussed the disposition of the 
estate with his married daughter and 





that she was in full agreement with the 
advantages of providing for her children 
in this manner. 

Morgan Guaranty Trust Co. of New 
York, appointed executor and trustee, 
is authorized to invade the principal of 
the trust for the benefit of Miss Lord as 
it deems “required for her comfortable 
living, happiness, benefit and _ enjoy. 
ment.” Among the powers of the fidy. 
ciaries is included a direction that any 
dividend or distribution which might be 
apportioned between principal and ip. 
come or treated as principal, shall be 
distributed as income except to the ex. 
tent that the same shall constitute a dis. 
tribution of capital of a corporation upon 
the liquidation of substantially all the 
assets of the corporation. 


LEON O. HEAD, former president of the 
Railway Express Agency, and vice presi. 
dent of the Manhattan Life Insurance 
Co., left an estate valued in excess of 
$50,000. After payment of debts and 
funeral expenses, the entire estate is to 
pass to his daughter. In his will, dated 
May, 1956, he declared that it was not 
his intention to exercise a power of 
appointment which he possessed over a 
trust created by his wife who prede- 
ceased him. His daughter and Chase 
Manhattan Bank of New York are ap- 
pointed executors. 


Other corporate fiduciary appointments: 


Rt. Hon. C. D. HoweE, long-time Mem- 
ber of Parliament (Canada): National 
Trust Co., Ltd., Montreal, executor. 

SAMUEL C. GALE, vice president and 
advertising director, General Mills: First 
National Bank of Minneapolis, co-execu- 
tor and co-trustee. 

WILLIAM H. Warp, former vice presi- 
dent of DuPont: Provident Tradesmens 
Bank & Trust Co., Philadelphia, co- 
executor. 





Jose Gallegos 
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Books 


New York University Nineteenth An- 
nual Institute on Federal Taxation 
Edited by HENRY SELLIN. Matthew Bender & 
Co., Inc., 205 E. 42nd St., New York 17 (1512 
pp.; $27.50). 

Longer than most of its predecessor 
volumes by 150 pages, the 1961 edition 
of the proceedings of the Institute is 
comprised of 72 articles. This work 
covers a wide gamut of tax problems, 
both immediate and long range, which 
are of significance to the day to day 
practice of the tax planner. As. Mr. 
Sellin states, this volume is a “sophisti- 
cated analysis and discussion of profes- 
sional problems, written by and for pro- 
fessionals.” 

Following an introductory article on 
ethics in taxation entitled “A Taxpayer’s 
Duty to His Fellow Taxpayers,” there 
is presented a series of papers on recent 
developments in determining income. In- 
cluded here for study are income tax 
aspects of third party payments of tax- 
payer obligations, income tax aspects 
of executive-stockholder life insurance 
plans, and problems on the deferral of 
capital gains. 

A significant section of the work is 
devoted to estate planning. Papers by 
George Craven and Joseph Trachtman 
examine the use of the percentage for- 
mula and non-formula provisions in 
marital deduction clauses. Other articles 
of particular interest deal with powers 
of appointment, buy-sell agreements, sup- 
port trusts, charitable giving and pay- 
ments to widows of executives. 


Page on the Law of Wills (Revised): 

Volume Three 

WILLIAM J. BOWE and DOUGLAS H. 

PARKER. W. H. Anderson Co., Cincinnati, 

(811 pp.) 

The publication of this third volume 
Man eight volume revision of this emi- 
nent work follows the appearance last 
summer of volumes 1 and 2 which were 
reviewed in this column in the July 
issue. The remaining volumes are sched- 
uled for publication within the next two 
years. 

Probate and contest of domestic wills 
and evidence are the primary topics in 
this volume with ample coverage given 
0 topics subsidiary to the main study 
probate — the contest and probate of 
lst, spoliated, and foreign wills. The 
thapter on probate of domestic wills is 
4 treatise in itself, covering over 350 
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pages of exhaustively documented ma- 
terials. 

The materials on evidence include gen- 
eral provisions concerning competency 
of witnesses and burden of proof, and 
the rules of evidence as they relate to 
specific subjects such as_ execution, 
capacity, undue influence, revocation, and 
lost and spoliated wills. 


ARTICLES 


Federal Tax Aspects of the Obligation 
to Support 

Harvard Law Review, April, 1961 (Cambridge; 

$1.50). 

The transfer of income-producing 
property to a trust will not effect a tax 
saving for the transferor if the trust in- 
come is expended for the support of a 
dependent of the transferor. Similarly, 
a transfer of property by a third party 
to a dependent may be considered as in 
satisfaction of the support obligation 
and result in the inclusion of the trans- 
ferred property in the taxable income 
of the obligor. The complexities of this 
area are the subject of analysis in this 
note and the author’s approach is to out- 
line the basic support obligation and to 
study the income tax problems that arise 
on the satisfaction of the obligation. The 
relationship of the gift and estate taxes 
to the discharge of support obligation 
through the transfer of property is also 
considered. 


Inquiries for Next-of-Kin 


Master HEWARD. The Law Times (88 Kings- 
way, London, W.C. 2, England; 1s, 9d per issue). 


A series of articles appearing in the 
November 4, November 18 and December 
2, 1960 issues of The Law Times details 
the procedure to be employed in tracing 
next-of-kin where parties beneficially in- 
terested in the estate are unknown or 
cannot be ascertained. The author, who 
is a Chancery Master, discusses the ad- 
vantages that inure to the executor by 
the procurement from an insurance com- 
pany of an indemnity bond against the 
risk of the appearance of a claimant af- 
ter the distribution of the estate has 
been completed. But whether the inquiry 
to trace next-of-kin is undertaken by the 
court, an insurance company, or the at- 
torney himself, the general principals 
applicable to the procedure are the same 
and are the subject of this series of arti- 
cles. Included in the topics discussed are 
evidence, birth, marriage and death cer- 
tificates, legal presumptions, pedigree, 
advertising for claimants, adjudication of 
claims and distributions. 


An Attractive Trust Proposal: The 
Short-Term Accumulation for a 
Spouse 
MAURICE S. SPANBOCK and ISRAEL KATZ. 


Journal of Taxation, May, 1961 (147 E. 50th 
St., New York 22; $1.50). 


As a result of amendments to New 


York property laws, which now permit 
accumulation of trust income for a period 
measured by lives in being, the use of 
the short-term accumulation trust may 
be availed of in this state as well as 
in other jurisdictions which sanction ac- 
cumulations. The creation and adminis- 
tration of such trusts give rise to numer- 
ous difficulties under the tax laws; and 
existent decisional laws and rulings pro- 
vide little guidance to their solution. 
However, the tax savings that may re- 
sult in favor of persons with high earned 
income will be recompense to the efforts 
expended. The authors are alert to the 
opportunities and the hazards and they 
examine both in this article. 


Taxation of Gifts in Trust to Charities 
Reserving a Life Income Interest 
HERMAN L. TRAUTMAN. Vanderbilt Law Re- 
view, March, 1961 (Nashville 5; $2.00). 

The “Pomona College Plan” or “Tax- 
Free Life Income Plan,” which was de- 
signed to effect significant tax savings 
for the donor of property to a charity, 
embodies two basic tax policies — 1) 
there is no realization of gain upon the 
gift of appreciated property to a charity, 
and 2) interest on state and municipal 
obligations are excludable from gross 
income. Revenue Ruling 60-370 dealt a 
staggering blow to the former while 
leaving the latter intact. This compre- 
hensive study of the controversial ruling 
is introduced by a summary of the 
mechanics of the plan and the income tax 
benefits that accrued to users of the 
plan prior to the advent of the ruling. 
The scope of the ruling in relation to 
such plans and its probable impact upon 
charitable giving is discussed along with 
other types of life-income plans cur- 
rently in use. 


Life Estate With Power of Disposition 
and the Life Insurance Settlement 
Option 


EDWARD M. O’TOOLE. Notre Dame Lawyer, 
March, 1961 (Box 185, Notre Dame; $1.50). 


A wealth of material has been written 
relating to the marital deduction, but 
the approach of this article is significant 
in that its examines, in comparison, the 
applicability of that element of the law 
of taxation to two devisable interests — 
the life insurance settlement option and 
the life estate with power of disposition. 
The author introduces his subject with a 
study of the nature of each of the two 
interests and then examines the decision- 
al law which has limited, and on oc- 
casion, expanded the applicability of the 
doctrine to each. 


Mutually Acknowledged Relationship 
of Parent and Child Under Inherit- 
ance Tax Statutes 


RUSSEL SHEARER. Taxes, March, 1961 
(4025 W. Peterson Ave., Chicago 46; $1.00). 


The inheritance tax laws of most 
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states provide that children are to be 
taxed at the lowest rate, and in certain 
of these states, this privilege has been 
extended to “a transferee to whom the 
decedent stood in the mutually acknowl- 
edged relationship of a parent.” The 
author examines the court’s interpreta- 
tion of this language and his finding is 
that evidence of the conduct of the 
transferee and transferor to each other 
in the manner of child and parent is all 
that is necessary to establish the rela- 
tionship, and other circumstances some- 
times mentioned by the courts are im- 
material. 


New Tax Policy on Deferred Compen- 
sation 
RALPH S. RICE. Michigan Law Review, Jan- 
uary, 1961 (Ann Arbor; $2.00). 
Postponement of payment of salary 
through an informal deferred compensa- 
tion plan has long been recognized as 
an effective tax saving device, but the 
vagueness with which the Internal Rev- 
enue Service and the courts have de- 
fined the scope of such plans has cur- 
tailed extensive use by tax advisors. 
However, the issuance of Revenue Rul- 
ing 60-31 has gone a long way to clarify 
some of the shadowy areas which have 
been the cause of uncertainty. This arti- 
cle reviews the place of the ruling in the 
present tax structure and the circum- 
stances under which informal deferred 
compensation plans may be _ advan- 
tageously employed. 


Probate and Contest of Wills in Penn- 
sylvania: the Need for Reform 


J. PENNINGTON STRAUS. Dickinson Law 
Review, January, 1961 (Carlisle, Pa.; $2.00). 


“An English practitioner of the time 


of Charles II, or even of Henry VIII, 
would feel readily at home if he were 
called upon to probate the will of a 
1960 Philadelphia decedent or to act 
as counsel in a current. will contest.” 
This forceful indictment of Pennsyl- 
vania’s probate and will contest pro- 
cedures alerts the reader to the antiqui- 
ties of the present system and of the 
failure of recent remedial legislation 
to effect substantial reform. The author 
briefly outlines the evolution of Eng- 
lish probate procedures from the time 
of the Norman conquest in 1066 until 
their passage into Pennsylvania law, and 
concludes with his recommendations for 
reform through amendment of the Regis- 
ter of Wills Act and the Orphan’s Court 
Act of 1951. 


Stock Redemptions and the Accumu- 
lated Earnings Tax 

DAVID R. HERWITZ. Harvard Law Review, 

March, 1961 (Cambridge; $1.50). 

Generally a closely held corporation is 
incapable of financing a redemption of 
a substantial amount of its stock unless 
it accumulates earnings prior to or sub- 
sequent to the redemption. Notwith- 
standing the frequency of stock redemp- 
tion transactions, the status of such ac- 
cumulations under the accumulated earn- 
ings tax has infrequently been presented 
to the courts. However, the Pelton Steel 
Casting Co. case in 1957 and the Moun- 
tain State Steel Foundries case in 1960 
alerted tax practitioners to the problems 
involved. In this learned dissertation, 
Professor Herwitz reviews the present 
status of the law as well as the develop- 
ment of the Code provisions related to 
redemption transactions, and analyzes 
the various types of accumulations that 
may be utilized. 
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Testamentary Trustees as Beneficiar. 
ies of Life Insurance 

PETER J. BRENNAN. Illinois Bar Journal 

February, 1961 (424 S. Second St., Springfield, 

$1.00). 

The substantial increase in the use of 
life insurance trusts in recent years has 
been an outgrowth of the recognition of 
the greater flexibility afforded by their 
use over that provided by limited pay. 
ment options, and also as a result of 
public acceptance of the advantages of 
trust investment management over lump 
sum payments of life insurance pro. 
ceeds. Despite these factors, and other 
pragmatic reasons here enumerated by 
the author, the use of this type of trust 
under certain circumstances is ques. 
tionable. There remain unanswered cer. 
tain questions basic to its validity and 
it is the purpose of the author to brief 
the reader upon these open issues, 


Ruling 60-227 Clarifies Income in Re. 
spect of a Decedent Arising from 
Property 
WILLIAM P. SUTTER. Journal of Taxation, 
April, 1961 (147 E. 50th St., New York 22: 
$1.50). 

New light has been shed upon the con- 
cept embodied in section 691 of the In- 
ternal Revenue Code — income in re. 
spect of a decedent — by recently is. 
sued Revenue Ruling 60-227. As the 
study here indicates, prior rulings and 
decisions have failed to delineate the 
line between income in respect of a de- 
cedent and ordinary income of an es- 
tate. The author predicts that the new 
ruling will serve a distinct purpose in 
that it makes it clear, where income 
from property is concerned, that section 
691 is applicable only where the decedent 
has disposed of an asset during his life- 
time and possesses at his death a con- 
tractual right to future income. 


ANNUAL SURVEY OF AMERICAN LAW 
Federal Estate and Gift Tax- 


ation — Robert Kramer 
Future Interests — Bertel M. 
Sparks 


Trusts and Administration — 
Russell D. Niles 


New York University Law Review, February, 
1961 (Washington Square South, New York 3; 
$2.00). 

During the past year there was little 
legislative activity affecting Federal es- 
tate and gift taxation. Of all the pending 
bills introduced in Congress in 1959 and 
1960, the only one enacted was a rela- 
tively minor measure treating certain 
residents of U.S. possessions as non- 
resident aliens for gift and estate tax 
purposes. The application of section 
2036 of the Code to inter vivos transfers 
gave rise to several cases during the 
year which are reviewed in this survey. 
Decisions dealing with the inclusion of 
life insurance proceeds in the gross & 
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tate, th marital deductions, and the 
gift tax ‘xclusion are included among 
other cas discussed. 

Profes or Sparks offers a general sur- 
vey of te developments in the law of 
future »'\terests and cites. significant 
periodic: materials appearing in 1960. 
Subject of this terse commentary is 
major statutory changes in Kentucky, 
Marylan’ and New York as well as a 
number «f interesting construction cases 
involving class gifts. 

In the law of trusts and administra- 


tin, Proiessor Niles reports a number 
of interesting as well as significant de- 
cisions, but perhaps of greater im- 
portance 1s the recent advance in en- 
actment of uniform legislation. To 
counter some of the problems engendered 
by legislation permitting pourovers, the 
Uniform Testamentary Additions to 
Trusts Acts has been prepared, and if 
widely adopted, should effectively dimin- 
ish pourover litigation. Included among 
the decisions reviewed are those dealing 
with creation and termination of trusts, 
spendthrift trusts, income and principal 
adjustments, the duty of loyalty, powers 
of trustees, and out-of-state trust com- 
panies. 


Planning for the Disposition of a Sub- 
stantial Interest in a Closely Held 
Business 


ALAN N. POLASKY. Iowa 
Spring, 1961 (Iowa City; $1.75). 


Law Review, 


The focus of attention of this well 
documented article is the disposition of 
stock of a closely held corporation where 
the stockholders have agreed that upon 
the death of one of them, the stock of 
the deceased shall be either purchased 
by the survivors or redeemed by the cor- 
poration. The selection of the cross pur- 
chase plan or of the entity redemption 
plan must be determined in light of the 
non-tax and the tax factors involved. 
The tax factors must be considered from 
the view of their effect prior to the death 
of a stockholder as well as subsequent 
to his death. In the former category are 
issues involving the deductability of in- 
surance premium payments, corporate 
payment of premiums as a constructive 
dividend, and the imposition of the ac- 
cumulated earnings, tax. In the latter 
category, the tax effect of receipt of in- 
surance proceeds, and the tax liability 
of the purchaser or corporation and other 
related problems must be considered. 
Each of these factors is the subject of 
thorough study in this treatise. 


Gifts vs. Compensation — Still an 
Enigma 


BERNARD C. DURHAM. University of Cin- 
cinnati Law Review, Fall, 1960 (Cincinnati 21; 


$1.50). 

It has always been difficult for the tax- 
payer to determine with any degree of 
certainty whether a transfer of property 
will be considered a payment of com- 
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pensation or a gift for Federal income 
tax purposes. In two recent decisions, 
Duberstein and _ Kaiser, the Supreme 
Court declined to establish a definite 
standard which taxpayers could use to 
ascertain the resultant tax treatment of 
a property transfer. Therefore, the tests 
that have been applied in the past re- 
main the only means of predicting the 
probable tax consequences. This thor- 
oughly documented article considers the 
“intention must govern” test, which 
has been generally applied since the 
Bogardus decision in 1937, and the fac- 
tors that the courts have deemed sig- 
nificant in determining the intention of 
the transferor. 


Transfers in Fraud of Marital Rights 
HENRY T. LOWE. Missouri Law Review, Jan- 
uary, 1961 (Columbia; $1.00). 

The efforts of an estate planner may 
be wasted if the widow of the estate 
owner is able to assert her marital rights 
against the transferee of an inter vivos 
disposition of her husband’s property. 
It is the author’s purpose to study in 
detail the extent to which a husband 
under Missouri law may transfer his 
personalty free of the marital rights of 
his wife. Since one of the sources of the 
new probate code in Missouri is the 
Model Probate Code, this study may also 
be of value in those states where the 
model code has left its mark. 


The Trust Corporation: Dual Fiduci- 
ary Duties and the Conflict of Insti- 
tutions 
RICHARD E. NATHAN. University of Penn- 
sylvania Law ‘Review, March, 1961 (3400 
Chestnut St., Philadelphia 4; $1.25). 

A testator’s direction to the executor 
of his estate to undertake control of a 
corporation as a director gives rise to 
the existence of dual fiduciary duties in 


the same individual. In defining the 
duties of the trustee-director, the courts 
are confronted with the choice of apply- 
ing the law of trusts or corporation law. 
This area of conflict is analyzed in this 
article and attention is centered on the 
interests of the stockholders and credi- 
tors of the corporation. 


Health and Welfare Trust Funds and 
Federal Income Taxation 


PERCY A. LOCKITCH. Journal of American 

Society of Chartered Life Underwriters, Spring, 

1961 (3924 Walnut St., Philadelphia 4; $1.50). 

This review of the body of law rele- 
vant to the tax status of transactions 
related to health and welfare trust funds 
resolves certain of the perennial ques- 
tions concerning operation of such 
funds. Topics briefly discussed included 
deductibility of contributions, non-tax- 
ability of benefits received by a trust 
participant, the taxability of death bene- 
fits paid to a beneficiary and the tax 
status of non-exempt trusts. 


Perpetuities: A Standard Saving 
Clause to Avoid Violation of the 
Rule 


W. BARTON LEACH and JAMES K. LOGAN. 
Harvard Law Review, April, 1961 (Cambridge; 
$2.00). 

In a_ brief comment, the eminent 
authors offer “for the critical examina- 
tion of the profession” a standard clause 
designated to avoid violations of the 
Rule Against Perpetuities and which 
they believe should be incorporated into 
every will and trust instrument. The 
model clause has been cast for use in 
every jurisdiction except where the two- 
life rule remains in effect. Following the 
text of the clause, the authors comment 
on several of its features and answer 
objections that have been raised against 
it. 
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Legislation Affecting Trusts and Estates 


(Second 1961 Report) 


ARIZONA 


Ch. 62: Adopts Uniform Testamentary 
Additions to Trusts Act. 

Ch. 87: Permits corporate fiduciaries 
to register investments in name of nomi- 
nee. 

Ch. 88: Adopts Uniform Act for Sim- 
plification of Fiduciary Security Trans- 
fers. 


INDIANA 


Ch. 50: Permits sale of securities for 
cash at market price regardless of 
whether sale is for more or less than 
appraised or inventory value. 

Ch. 74: Grants specified priority to 
claims against estate for blind as- 
sistance, and limits attorney’s and fidu- 
ciary’s fees to $250 or 10% of estate, 
whichever is greater. 

Ch. 93: Exempts banks and trust com- 
panies from posting bond in Veterans 
Administration guardianships. 


Ch. 124: Adopts Uniform Act for 
Simplification of Fiduciary Security 
Transfers. 

Ch. 181: Amends 1945 fiduciaries ac- 


counting law to provide for waiver of 
summons. 

Ch. 275: Permits superior and probate 
court judges to approve contracts for 
sale and mortgage of real estate by 
minor whose spouse is adult. 

Ch. 287: Permits tort actions to be 
brought against special representative of 
estate within period of statute of limi- 
tations. 

Ch. 342: Provides that notice of suit 
can be made on administrator of estate 
of defendant. 


MASSACHUSETTS 


H.B. 879: Permits savings and loan 
accounts and national bank savings ac- 
counts held in trust to be paid to trustee 
or survivor. 


NEVADA 


Ch. 285: Amends Sec. 163.090 to 
eliminate certain requirements where 
trustee places stock in name of nomi- 
nee. 

Ch. 286: Permits nominee registra- 
tion of stock by executors and adminis- 
trators. 


NEw YorK 


Ch. 76: Extends to April 1, 1965, per- 
mission for fiduciaries and others to mod- 
ify and extend mortgage investments and 
participations. : 

Ch. 108: Amends Surrogate’s Court 
Act Sec. 126 (2) to make it clear that 
surrogate’s authority to appoint tem- 
porary administrator for. estate of miss- 
ing persons includes situations of 
mysterious disappearance. 
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Ch. 109: Amends Surrogate’s Court 
Act Sec. 127 to grant surrogate power to 
authorize temporary administrator to 
continue decedent’s business. 

Ch. 133: Makes change in Tax Law 
Sec. 249-dd (19) geographical descrip- 
tion of counties in which surrogate re- 
ceives extra $4,560 annual compensation 


for services in connection with estate 
taxes. 
Ch. 246: Permits surrogate to direct 


payment of legacy or distributive share 
of estate or trust belonging to infant, 
incompetent, or deceased person domi- 
ciled in another jurisdiction, to guardian 
or personal representative upon compli- 
ance with stated conditions. 

Ch. 288: Amends Banking Law Sec. 
100-b to extend to April 1, 1965, time 
within which trust companies holding 
fractional mortgages on behalf of estates 
and trusts may waive or modify terms of 
mortgage. 

Ch. 284: Amends Banking Law Sec. 
100-c to make it clear that change in 
relative value of investments eligible un- 
der 35% prudent man provision of law 
and aggregate value of common trust 
fund administered by banks shall not 
affect determination of whether any in- 
vestment has ceased to be eligible under 
this section, requiring segregation in 
separate fund before any further addi- 
tions to or withdrawals from fund are 
made. 

Chs. 341 through 345: Amend vari- 
ous sections of Real and Personal Prop- 
erty Laws to permit creation of real 
estate investment trusts. 

Ch. 347: Amends Personal Property 
Law Sec, 21 to permit trust investment 
in obligations of Commonwealth of 
Puerto Rico. 

Ch. 360: Amends Surrogate’s Court 
Act Sec. 131 to authorize surrogate to 
direct expenditure of funds by tempor- 
ary administrator of missing person’s 





estate to continue investigation into 
whereabouts. 
i 
NI 




















Ch. 363: Amends Tax Law See. 612(¢) 
to extend exemption from double tay. 
ation, income which was taxable to g 
trust or estate from which taxpayer re. 
ceived income or gain. 

Ch. 367: Amends Surrogate’s Court 
Act Sec. 130 to permit under court order 
sale, mortgage or lease by temporary 
administrator of missing person owning 
interest in real property as joint tenant, 
tenant in common, or tenant by entirety, 

Ch. 373: Provides that, where regj 
property in this state is acquired by trust 
validly created under foreign law, per. 
missible period under rules against per. 
petuities and accumulations is to be de. 
termined under New York law in effect 
at time of acquisition (thus extending 
benefit of liberalization of rules during 
past three years to foreign trusts in ex. 
istence at time of enactment of revised 
rules). 

Ch. 477: Amends Surrogate’s Court 
Act Sec. 190(5) to broaden instances in 
which guardian of infant may be re. 
lieved from filing annual inventory and 
account, to eliminate $10,000 limitation, 
to include all counties, and to cover es- 
tates administered jointly with deposi- 
tory. 


NorTH DAKOTA 


H.B. 817: Repeals Sec. 47-03-07 re- 
lating to accumulations of income. 


H.B. 821: Adopts Uniform Act for 
Simplification of Fiduciary Security 
Transfers. 

H.B. 915: Adopts Uniform Testa- 


mentary Additions to Trusts Act. 

S.B. 75: Permits personal representa- 
tive to grant easement over real proper- 
ty of estate upon approval of county 
court; increases intestate share of spouse 
where there are no issue from $25,000 
to $50,000 and where no issue or parents 
from $50,000 to $100,000. 


SoutH DAKOTA 


H.B. 504: Increases exemptions from 
inheritance taxes and includes expenses 
of administration. 

H.B. 562: Requires 15 days notice for 
summary administration of estates. 

H.B. 570: Reduces to four months time 
within which will may be contested. 

H.B. 775: Provides for apportionment 
of Federal estate tax among _ persons 
beneficially interested in state except 
surviving spouse. 

S.B. 6: Removes probate appeals from 
jury trial when pertaining to questions 
of fact. 

S.B. 271: Increases from ‘30 to 60 days 
outside date which court may fix for 
hearing on probate of will. 


WASHINGTON 
Ch. 2: Permits registration of proper- 
ty in joint tenancy with right of sur- 
vivorship. (Initiative No. 208 adopted at 
1960 election). 
Ch. 15: Recodifies Revenue and Tax- 
ation Code. 
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ESTATE TAX 


Value of company’s contractual obliga- 
tion to widow includible in decedent’s 
estate. Decedent was treasurer of corpo- 
ration. His contract with company pro- 
vided that his widow would receive, at 
his death, amount of his basic annual 
salary. At date of death, he was receiv- 
ing annual salary of $18,000 and bonus 
of $10,000, which he had been receiving 
for ten years previous thereto. Commis- 
sioner included entire payment of $30,- 
000 in decedent’s estate. 

HELD: Amount of $18,000 includible 
in estate. Promise of payment of salary 
to widow was made for consideration of 
decedent’s continued service. By enter- 
ing into contract, he, in effect, made 
transfer to wife of payment which be- 
came due upon his fulfillment of condi- 
tions of contract. With respect to bonus, 
however, although decedent could expect 
to receive it if he continued to work, he 
had no property right to it at time of 
his death and he had never made any 
transfer of it. J. W. Worthen, Exr. v. 
U.S., D. C. Mass., April. 3, 1961. 


Transfer held to be in contemplation of 
death. Less than two years prior to his 
death, decedent transferred certain joint- 
ly held property to tenancy in common 
with his wife. At time of transfer, dece- 
dent had just been released from hospi- 
tal. He had been advised to make trans- 
fer in order to avoid estate taxes and 
to protect children’s interest by keeping 
control of property from vesting in sur- 
vivor. Evidence further showed that at- 
torney was called to hospital to confer 
with decedent at 3:00 o’clock in morn- 
ing. He was to undergo operation and he 
wanted his affairs taken care of before 
operation. Commissioner included value 
of transferred property in decedent’s es- 
tate on ground that it was in contempla- 
tion of death. 

HELD: For Commissioner. Factual 
evidence of hospitalization and concern 
over Operation showed decedent’s domi- 
Nant motive in making transfer was fear 
of death. Value of interest is includible 
in estate. J. J. Boyd, Jr., Exr. v. U. S., 
D. C. Neb., Mar. 10, 1961. 


Transfer held not to be in contempla- 
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tion of death. Within three years prior 
to his death, decedent transferred to five 
of his seven children residential prop- 
erty and cash so that they might pur- 
chase homes. Commissioner determined 
that gifts were made in contemplation 
of death and included their value in de- 
cedent’s estate. 


HELD: For estate. Dominant motive 
for transfers was decedent’s desire to 
meet children’s special needs. It was his 
desire to have children independently es- 
tablished without requiring them to wait 
until his death. Gratification of such de- 
sires was more compelling motive than 
any thought of death. Central Trust Co. 
of Cincinnati, Exr. v. Welch, D. C. E. D. 
Ky., Mar. 15, 1961. 


Early retirement pension benefiis in- 
cludible in estate. At time of his death, 
decedent was participant in company’s 
employees’ pension plan. He had previ- 
ously qualified for early retirement bene- 
fit. Although he could not alienate this 
benefit during his lifetime, he was en- 
titled to transfer it at death to named 
beneficiary who would receive payments 
quarterly over 10-year period. Commis- 
sioner included commuted value of death 
benefits in decedent’s estate. 


HELD: For Commissioner. Once dece- 
dent had qualified for early retirement, 
he could not be deprived of his right 
to designate beneficiary of death benefit 
in event of his death prior to retirement. 
Decedent had sufficient control over his 
benefits under plan to render commuted 
value thereof includible in his gross es- 
tate. H. H. Sample, Exr. v. U S., D. C. 
W. D. Pa., Mar. 9, 1961. 


Valuation of minority interest. Dece- 
dent was treasurer of company and own- 
ed 840 shares of 4,328 shares outstand- 
ing. Balance of stock was held primarily 
by officers and employees of company. 
Corporation had substantial investment 
in government securities. Commissioner 
contended that this “excess investment” 
should be valued separately in arriving 
at value of decedent’s interest. 


HELD: For estate. Purchaser of mi- 
nority interest would have very little 
prospect of causing investment fund to 






be distributed, and would not be willing 
to pay full value therefor. Under such 
circumstances, separate value cannot be 
set for investment assets. Court accepted 
estate’s valuation which was based on 
book value, dividend history, and earn- 
ings, with earnings weighted most heav- 
ily. This intrinsic value was then dis- 
counted about 10 per cent for non-mar- 
ketability. J. W. Worthen, Exr. v. U. S., 
D. C. Mass., Apr. 3, 1961. 


INCOME TAX 


Life tenant taxable on full estate in- 
come. Taxpayer received life estate in 
deceased husband’s property. Under 
terms of will, she was given discretion. 
ary right to use as much of income or 
corpus as required by her for her per- 
sonal support or maintenance. During 
tax years in question, she actually re- 
ceived only about one-half of income. 
Commissioner determined that all dis- 
tributable income from estate was tax- 
able to surviving spouse. 

HELD: For Commissioner. Taxpayer 
had sufficient control over property as 
beneficiary to be considered owner of 
all distributable income for tax purposes. 
Fact that she did not exercise her right 
to all income does not alter treatment of 
income as taxable to her. Beneficiary is 
taxed on his or her share of “distribut- 
able net income” and not on what is 
actually received. Koffman v. U. S., 
D. C. E. D. Mich., Mar. 14, 1961. 


Deductibility of rental loss as between 
life tenant and remainderman. Taxpayer 
inherited income-producing property 
from his mother. Will, however, pro- 
vided that net rentals were to be paid 
to taxpayer’s aunt for life if she needed 
it. By subsequent agreement, taxpayer 
and aunt agreed as to how net rentals 
would be computed. Taxpayer claimed a 
net loss from property. Commissioner 
disallowed loss on ground that taxpayer, 
as remainderman, was not entitled to 
income or deductions attributable to 
property. 

HELD: For Commissioner. Under 
state law, charge was created against 
property, but aunt did not receive any 
interest in property. Taxpayer-owner 
was, therefore, entitled to deduct loss. 
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E. A. Sieg, et al. v. Comm., T. C. Memo., 
1961-88. 


Exempt trust taxed on unrelated busi- 
ness income. Exempt employees trust 
purchased tire manufacturing machines 
for $348,000, borrowing over half of 
sums required for purchase. Machines 
were leased for 10 years to employer 
corporation, which had created trust. 
Rental income was not reported for tax 
purposes. Trust contended income ac- 
crued from passively invested capital 
and not from conduct of trade or busi- 
ness. Commissioner determined rentals 
constituted unrelated business income. 

HELD: For Commissioner. Rental of 
industrial machinery constitutes conduct 
of trade or business. Income received 
from business of renting personal prop- 
erty is excluded only if personal prop- 
erty is leased with real property. Cooper 
Tire & Rubber Company Employees’ Re- 
tirement Fund, et al., v. Comm., 36 T. C. 
No. 5, April 17, 1961. 


REVENUE RULINGS 


Estate Tax: Interest not payable on 
estate tax refunds based upon credit for 
state inheritance taxes. Section 2011(a) 
of 1954 Internal Revenue Code provides 
that credit shall be given against Fede- 
ral estate taxes for amount of any es- 
tate, inheritance, legacy or succession 
taxes actually paid to State, Territory or 
District of Columbia. 


Service rules where refunds of estate 
taxes are made in cases involving credit 
for state inheritance taxes, if refund is 
based solely upon such credit, no interest 
will be paid. Where refund is based par- 
tially on credit for state inheritance 
taxes and partially on other adjustments, 
refund will bear interest only on portion 
of refund attributable to adjustments 
other than state credit. Refund based 
solely on other adjustments will bear in- 
terest on entire amount of refund. Rev. 
Rul. 61-58, I.R.B. 1961-14, p. 9. 


Estate Tax: Payment of estate tax in 
installments in cases where closely held 
businesses included in gross estate. Forty 
per cent of decedent’s estate consisted of 
working interests in oil and gas proper- 
ties. Section 6166(a) of 1954 Code pro- 
vides that if interest in closely held busi- 
ness includible in gross estate exceeds 
either (1) 35 per cent of value of gross 
estate, or (2) 50 per cent of taxable es- 
tate, tax attributable to such interest 
may be paid in equal installments not 
exceeding ten. 

Service rules that ownership, explora- 
tion, development, and operation of oil 
and gas properties by decedent constitut- 
ed “trade or business,” and consequently, 
Federal estate tax attributable thereto 
may be paid in installments. Rev. Rul. 
61-55, I.R.B. 1961-13, p. 16. 


Estate Tax: Deductibility of attorney’s 
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fees. More than three years after filing 
of Federal estate tax return, attorney’s 
fees were incurred and paid in connee. 
tion with contest concerning inclusion jn 
decedent’s gross estate of certain items 
of property not subject to claims. Cop. 
test involved proceedings in Tax Court. 
Fees were paid within 60 days after de. 
cision of Tax Court became final. 

Service holds that fees are deductible 
from gross estate. They were incurred to 
contest inclusion in estate of property 
not subject to claims. Since running of 
statute of limitations is suspended dur. 
ing period of Tax Court proceeding, at. 
torney’s fees paid within 60 days after 
decision became final are allowable de- 
ductions, Rev. Rul. 61-59, I.R.B. 1961-14, 
p. 12. 


Gift Tax: Transfer to university for 
independent research of instructor con- 
stitutes gift. Individual contributed cash 
to university for specific purpose that it 
be disbursed to professor to enable him 
to engage in study and independent re- 
search in his field. Professor was on leave 
from university, was under no contract- 
ual arrangement, and was under no obli- 
gation to make reports or render services 
to university or individual contributor. 

Service rules that no part of amount 
received by professor is excludable from 
gross income as fellowship grant since 
it was disbursed to recipient, and uni- 
versity was only conduit. However, since 
transfer was motivated solely by philan- 
thropic considerations, it constituted 
gift and was not subject to income tax in 
hands of donee. No charitable deduction 
is allowable since gift was made to in- 
dividual. It is subject to provisions of 
gift tax sections of law. Rev. Rul. 6-66, 
I.R.B. 1961-15, p. 10. 


A. A wD 
CANADA’S TAX HIGHER THAN U.S. 


Although Canadian income tax rates 
range from 14% to 80% as compared 
with 20%-91% in the United States, the 
tax burden on the Canadian family with 
dependent children, assuming filing of 
a joint return with standard deductions, 
tends to exceed that of its counterpart on 
this side of the border, according to 
figures compiled by Commerce Clearing 
House, the tax and business law report- 
ing agency. 

The answer is found in the $600 ex- 
emption allowed each dependent child in 
the United States, while the Canadian 
taxpayer is entitled to only $250 per 
child under 16 and $500 for dependents 
over that age. Canadian parents, hovw- 
ever, benefit from a tax-free family l- 
lowance of $72 to $96 per year per child. 
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“HORT TERM AND OTHER INCOME TAX SAVINGS 


ET]: DS OF REDUCING TAXABLE IN- 

cor e for high-bracket taxpayers 
were dc cribed recently by Paul F. 
Schwaigiart, Jr. a partner in the Los 
Angeles ‘fice of the national certified 
public ac ountant firm, Alexander Grant 
{ Compeny. Speaking at the March 
meeting »f the Central Arizona Estate 
Planning Council, he discussed percent- 
age deplciion, capital gain on timber, 
livestock, citrus lands, and foreign 
tax shelters, but he cautioned that all 
of these are under serious attack. 

Turning to the reduction of income 
tax by giving away income, Mr. 
Schwaighart presented some sidelights 
on the use of short term trusts. Regula- 
tions 1.673(a)-l(a) dealing with these 
so-called Clifford Trusts, provide that 
« .. items of income, deduction and 
credit allocable to corpus, such as capi- 
tal gains . . .” will be attributed to the 
grantor. The specific instance of capital 
gain is not disadvantageous to the 
grantor in a high bracket, according to 
the speaker who went on to say: 

“Can we elaborate on the list of 
corpus deductions and increase our ad- 
vantage? Assume that the trust instru- 
ment requires the distribution of in- 
come before depreciation to benefici- 
aries, Has the grantor reserved to him- 
slf the right to deduct depreciation? 
Since basis is reduced by depreciation, 
and since he is liable for gain on corpus, 
it would appear that he may claim the 
deduction. In any event, I can find no 
authority to the contrary. It is even 
conceivable that percentage depletion 
could be so treated, although the re- 
sults would be controversial. The 
grantor may in any event preserve the 
tax-favored nature of depletable income. 
If the trustee is required to retain as 
corpus all allowable depletion, the 
grantor will receive a tax-free bundle 
of cash — or high basis investments — 
upon termination. 

“One of the most widely advertised 
uses of the trust is the accumulation of 
educational funds (presumably not 
lower than the college level). The trus- 
te may be directed to accumulate the 
income until required for this purpose. 
2,100 income taxed to the extent of 
only $400 for ten years will accumulate 
515,110 more than the same income 
axed at 91%. 

“Notice, also, that the beneficiary is 
tot taxed on the basis of an “accumula- 
tion distribution” (Section 665(b)) if 
income is not accumulated beyond age 
1, or if a lump sum distribution is 
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made nine years after the trust is cre- 
ated. He will be taxable on trust income 
in the year of distribution, negligible if 
the distribution is made on January 1. 
Tax advantages may be increased, again, 
if the trust requires one-half of the 
income to be distributed currently (if 
not used for support), multiplying ex- 
emptions and lower tax brackets. 

“The trust may also be used effec- 
tively in supporting a child in his pe- 
riod of professional internship. This is 
no longer a “legal obligation to sup- 
port,” and should be untainted. Here 
income could be accumulated until age 
21, and the accumulation distributed 
tax-free, together with current income 
over the remaining life of the trust. 

“The creation of an insurance estate 
for the beneficiary is also a desirable 
goal. Apply the trust income to the pay- 
ment of premiums on a 10-payment pol- 
icy on the beneficiary’s life. The in- 
sured should be the owner of the policy, 
of course. The grantor may be the in- 
sured, if the beneficiary (an adverse 
party) approves, avoiding the proscrip- 
tion of Section 677 (a). 

“A trust may be created in favor of 
a church, educational organization, or 
hospital (the “30% group’) for as little 
as two years. No charitable deduction 
is allowed for the gift, but the income 
is transferred, increasing, in effect. the 
allowable contributions for the life of 
the trust. Notice how generous one can 
be when a sudden burst of income is 
anticipated. If it is necessary, by reason 
of Section 531, for example, to pay sub- 
stantial dividends, stock may be placed 
in trust for two years, and the dividends 
passed completely free of tax to a se- 
lected charity.” 

Going on to another phase of chari- 
table transfers, Mr. Schwaighart con- 
sidered the use of the charitable founda- 
tion where the chief asset of a large 
state consists of the stock of a closely 
held interest, and there is no market for 
such stock, plus the fact that the owner 
may well wish his heirs to be able to 
retain control of the interest. 

“By placing the assets in tax-free 
hands, it becomes unnecessary to sell to 
pay taxes. By disposing of a substantial 
part of the assets, the problem of valua- 
tion becomes far less acute. For example, 
preferred stock may be issued for sub- 
stantially all of the net worth of a cor- 
poration (Section 306 stock). Control 
may remain in the common stock of 
diminished value. The Section 306 stock 
is then placed in a charitable foundation 


as the limitation on deductions permits 
(this plan is also under attack). 

“Control may be retained in even 
more simple fashion. The donor, and 
his heirs after him, may be appointed 
as the trustees of the foundation. True, 
they are subject to fiduciary restrictions, 
but prudence is not always opposed to 
corporate management. Within these 
limitations of fiduciary capacity, the 
foundation may provide a source of 
funds for projects close to the inter- 
ests of the grantor. Here, beware the 
limitations of Section 675 as to the in- 
come tax effect of powers of administra- 
tion. 

“It has become apparent that the 
foundation is not a tool of the extremely 
wealthy only. It should also be appar- 
ent that a foundation should be created 
during the lifetime of the donor if it 
is properly to reflect the ends he wishes 
to obtain. If nothing else, in the estab- 
lishment of a foundation, the “trial pe- 
riod” required before exemption is 
granted, should not be allowed to com- 
plicate an estate. 

“A different use of the foundation is 
available to the man who has inherited 
a taste for high living and needs his in- 
come. Let him create a foundation and 
make his gifts thereto subject to a life 
estate to himself (and/or his wife). He 
has the income in greater measure for 
he obtains a deduction for the present 
value of the remainder interest. The re- 
mainder, because of his retained inter- 
est, also becomes a part of his adjusted 
gross estate, permitting a larger marital 
deduction, and, of course, is deductible 
toward the taxable estate. It has been 
even suggested that life insurance can 
be purchased in a similar manner by 
use of a trust. 


A AA 
Annual Estate Planners Day 


The Estate Planners Day sponsored 
annually by the University of California, 
Los Angeles, in cooperation with the 
Los Angeles Chapter of the American 
Society of Chartered Life Underwriters 
was held this year on March 30 marking 
the eighth year of this program. 

“Trust Plans for King Size Sales” 
were discussed by Edwin G. Davies, 
C.L.U., and “The Lawyer Aids the Tax 
and Trust Sale” was presented by Robert 
H. Dunlap, Pasadena attorney. In the 
afternoon John W. Pring, vice president 
and trust officer, Citizens National Bank, 
spoke on “The Trust Officer Really Can 
Assist You” and Edwin T. Golden, 
C.L.U., talked on “Life Insurance Fit 
for a King.” 
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FIDUCIARY 
DECISIONS 





CHARITABLE TRUSTS — General In- 
tent Found to Invoke Cy Pres Doc- 
trine 

Maryland—Court of Appeals 

Miller v. Mercantile-Safe Deposit & Trust Co., 

224 Md. 380, 168 A. 2d 184. 

A will executed in 1944, as amended 
by a codicil in 1946, bequeathed $50 
each to two nephews of the testator with 
the entire residue passing in equal one- 
quarter shares to an orphanage and 
three hospitals for children. The will 
contained an in terrorem clause. 

In 1952 the orphanage had encoun- 
tered financial difficulties and its entire 
essets were distributed to other char- 
ities. The charter of the orphange had 
been forfeited for failure to file statu- 
tory reports. On the death of the testator 
in 1958, the executor instituted this 
proceeding to determine the proper dis- 
tribution of the residue. Applying the 
cy pres doctrine, the Chancellor ordered 
the distribution of equal one-third shares 
to the three hospitals named in the 
residuary clause. The nephews appealed. 

HELD: Affirmed. The cy pres doctrine, 
established in Maryland by statute in 
1957, requires the equity court to fulfill 
the testator’s charitable bequests as near- 
ly as possible, even where the named 
charity has ceased to exist prior to the 
effective date of the will. The fact that 
the testator here bequeathed practically 
all his estate for charitable purposes with 
no gift over in case any of the named ob- 
jects should cease to exist before the 
effective date of the will, together with 
the in terrorem clause, combines to estab- 
lish evidence of a genuine charitable in- 
tention sufficient to justify application 
of the cy pres doctrine. 


DISTRIBUTION — Adoptee May Not 
Inherit from Relative of Natural 
Parent 


California—District Court of Appeal 

Estate of Serventi, 190 A.C.A. 575 (March 27, 

1961). 

Petitioner, who was adopted by his 
mother’s second husband in 1947 after 
his father’s death, claimed to be an heir 
of a brother of his natural father. 

HELD: Judgment adverse to peti- 
tioner affirmed. Under Section 257, Cal. 
Probate Code, as amended in 1955, peti- 
tioner could claim as a descendant of his 
adoptive parent, but does not succeed 
to the estate of a relative of the natural 
parent. 
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Joint TENANCY — Proof of Delivery 
of Jointly Owned Stock 


Pennsylvania—Supreme Court 
Parkhurst Estate, 402 Pa. 531. 


Decedent with his own funds bought 
50 shares of General Motors, 10 shares 
of duPont preferred and 40 shares of 
Commonwealth Edison in 1941 and had 
the certificates registered in his name 
and the name of his niece jointly with 
right of survivorship. He then rented 
a safe deposit box and deposited the 
certificates therein. One week later he 
registered the box in joint names with 
the niece with either to have access. The 
niece exercised this right twice. In 1947 
the box was surrendered and the niece 
delivered the securities to the bank and 
received a receipt stating that they were 
held for decedent’s account. 

In 1950 the duPont and Commonwealth 
Edison stocks were sold by the bank on 
decedent’s order with the niece’s writ- 
ten consent and 50 shares of U. S. Steel 
were purchased which were registered as 
the others were. This certificate was 
held by the bank for decedent’s account. 
General Motors and U. S. Steel split 
and the new certificates followed the 
same course. Dividends were received 
by the bank and deposited in decedent’s 
account. All of the certificates had blank 
stock powers attached signed by decedent 
and niece. When decedent died in 1956, 
the niece claimed the stock. The lower 
Court denied her claim and she ap- 
pealed. 


HELD: Reversed. After the sale of 
the jointly held stock for which the 
niece’s consent was required, decedent 
put the new shares in joint registration 
and placed them in the jointly held safe 
deposit box. This is convincing that de- 





cedent intended to make an immediate 
inter vivos gift. The joint registration 
and the right of withdrawal from the 
safe deposit box which the niece exer. 
cised are sufficient to constitute delivery 
of the certificates. Placing the certif. 
cates in the bank’s custody in decedent’; 
name alone does not constitute a re. 
delivery to decedent. However, her right 
to the past dividends has been waived, 


PERPETUITIES — Rule Not Violated 
by Trust Extending Beyond Periog 
Where Interest Vested Timely 


South Carolina—Supreme Court 
Black v. Gettys, filed April 14, 1961, 


Testator left a widow and four chil. 
dren and a will which bequeathed cer. 
tain property, real and personal, to his 
trustee to (a) pay income to wife for 
period of ten years or for so long dur. 
ing such ten years as she remained un- 
married, and (b) thereafter for a period 
of twenty-six years to pay income, one- 
half to wife so long as she remained un. 
married during the period, and one-half 
to “my children Nancy Jean Lovick, 
Anna, John and Betty, (per stirpes), 
share and share alike, and then at the 
expiration of thirty-six years after my 
death, my trustee shall deliver my trust 
estate to my aforesaid children, (per 
stirpes), . . . in full ownership and the 
trust thereon shall thereupon terminate,” 

Action was filed by the widow and one 
child, seeking to have the above pro- 
vision declared void as a violation of 
the rule against perpetuities. The execu- 
tor filed a cross-complaint, seeking to re. 
quire the widow to comply with the 
terms of a “stock option contract” ex- 
ecuted by herself and the testator, pro- 
viding that for the best interest of them- 
selves and the children and “in con- 
sideration of $5.00, love and affection, 
and other valuable consideration,” the 
widow would, four months after the 
death of the husband, transfer certain 
bank stock to the executor-trustee at a 
nominal price and the same would go 
into the above mentioned trust. The 
widow, upon trial, sought to show that 
this agreement was without considera- 
tion and void, and the trial court held 
that the seal imported consideration and 
would not allow testimony to defeat it. 
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STATES 


The wer court also held that the 
childrer took a vested remainder under 
the tru:.. and therefore the rule against 
perpetu: ies was not violated though the 
trust m.ght extend beyond the period 
allowed »y the rule. 

HEL Reversed in part. The gift 
in rema. der to the children was not de- 
pendent pon survival, but was vested 
upon th: death of the testator. The use 
of the v rds “per stirpes” did not imply 
survivor hip or designate alternate 
takers. he children did not take as a 
class. Since the estate vested upon the 
death of the testator, the rule against 
perpetuities was not violated. 

As to the agreement of the widow to 


convey the bank stock, the seal did not 
import consideration in equity. The evi- 
dence established that the agreement was 
a “mere gratuitous promise” on the part 
of the wife and she received no actual 
consideration. The cross-action of the 
trustee was, therefore, dismissed. 


SPENDTHRIFT TRUSTS — Assignment 
of Portion of Income Valid Under 
Later Statute 


Delaware—Supreme Court 

Wilmington Trust Co. v. Carpenter, 168 A. 2d 

306, affirming decision reported in T&E, Nov. 

60, p. 1117. 

The defendant, in 1941, created an ir- 
revocable inter vivos trust naming plain- 
tiff as trustee. The trust, which provided 
that all income should be paid to settlor’s 
son during his lifetime, included a spend- 
thrift provision. [Such provisions are 
authorized by 12 Del. C. Sec. 3536 (a) 
enacted in 1933.] In 1959 the Delaware 
legislature amended Title 12, Del. C. 
Sec. 3536 by providing that an income 
beneficiary of a spendthrift trust might 
gratuitously assign up to 50% of his in- 
terest to a charitable donee. Subsequent 
to the 1959 enactment, settlor’s son 
served upon trustee a written assign- 
ment of 10% of his life interest in the 
trust to a charitable donee which there- 
upon notified trustee of its acceptance of 
the gift. As settlor was president of the 
charitable donee, he notified trustee that 
the acceptance by him in that capacity 
was not to be construed as his consent 
to the assignment as settlor, and that he 
oly desired that the trust be adminis- 
tered as required by law. 

Trustee, conceding that the 1959 
statute was effective as to any spend- 
thrift trust created subsequent to its 
enactment, doubted that it could be ap- 
plied retroactively to a 1941 trust. In 
seeking instructions in the Court of 
Chancery, the trustee questioned the con- 
stitutionality of the 1959 enactment, con- 
tending that the subject assignment 
made in reliance thereon would impair 
the trust contract and also, in effect, 
take property without due process. 

The Court of Chancery held that 12 
Del. C. Sec. 3536 (b) did not impair nor 
permit the impairment of the trustee’s 
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obligation under its contract with settlor, 
nor was settlor or the trustee deprived 
of any right in the trust property by 
reason of the assignment; the assign- 
ment was therefore valid. Trustee ap- 
pealed. 

HELD: Affirmed. The 1959 statute 
deals with restraints on the alienation 
of property. Under the rule that such 
statutes, even though retroactive in 
operation, will be upheld, if founded 
upon a reasonable basis, the amendatory 
statute of 1959 was a reasonable regu- 
lation of spendthrift trusts, even though 
retroactive. The statute was permissive 
and took nothing from the beneficiary; 
it did not seek to terminate the trust 
or impair the trust res; and it offered 
tax advantages to beneficiaries receiving 
large incomes. 


TAXATION — Estate & Inheritance — 
Liquor License has Taxable Value 


Pennsylvania—Supreme Court 
Feitz Estate, 402 Pa. 433. 


Decedent owned a liquor license which 
she bequeathed to Goldman. The liquor 
law permits a transfer of license from 
a decedent to his spouse, his personal 
representative or to any person desig- 
nated by him. The value of the license 
was appraised at $14,000 for inheritance 
tax purposes. On appeal from the ap- 
praisement, the lower Court, following 
Ryan Estate, 375 Pa. 42, held that 
neither the license nor the right to apply 
for a transfer were property which de- 
cedent possessed at her death. The Com- 
monwealth appealed. 

HELD: Reversed. While the license 
may be a personal privilege ending at 
death, the right in the legatee to apply 
for a transfer is a right which common 
sense and realistic thinking recognize 


Courtesy Look Magazine and Ned Hilton 


“He wants to will his brain to science, but 
[ just want him to give his hat to a museum.” 





as possessing a real and tangible value 
to the estate of a decedent. To this ex- 
tent Ryan Estate is overruled. 


TAXATION — Estate & Inheritance — 
Stock Valued at Higher Than Mar- 
ket 

Pennsylvania—Supreme Court 
Mercer Estate, 402 Pa. 495. 


Decedent owned shares of 3% non- 
cumulative second preferred stock in a 
closely held corporation, par $100, which 
had been issued in 1955 as part of a 
recapitalization. The former common 
stock had been replaced by 4100 shares 
of 6% first preferred, par $100, 7,000 
shares of the second preferred and 100 
shares of new common stock. The cor- 
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poration had assets valued at over 
$2,000,000 and liabilities of $278,000 at 
the date of death and had average an- 
nual earnings of $117,000 for five years 
prior thereto. 

The Commonwealth appraised the 
stock at par for inheritance tax pur- 
poses. The executors showed that its 
actual market value was 25% to 40% 
less than par. The lower Court sustained 
the appraisement and the executors ap- 
pealed. 

HELD: Affirmed. While it is true that 
an investor would not buy the stock 
and that its market value may be sub- 
stantially below par, nevertheless the 
stock represents a value allocated to it 
by the corporation. Where there is no 
ready market, the value recently placed 
on shares by the corporate management 
is entitled to great weight and cannot 
be disregarded. 


WILLs — Construction — Comma 
Made Difference in Quantum of De- 
vise 

California—Supreme Court 
Estate of Jones, 55 A.C. 533 (March 16, 1961). 


Testator’s will gave to his wife: 


“* * * the following described real 


property * * *: My interest in the ware- 
house * * *, Redding; the warehouse on 
Gold Street, Redding; the apartment house 
on Willis Street, Redding; the home 
near Hatchet Creek, together with the 
household furniture and fixtures situated 
thereon, to have and to hold the full use 
and enjoyment thereof during her natural 
life, * * * and that upon her death, said 
property together with all improvements 
thereof, shall vest in * * * my daughters, 
Evelyn Katherine Charles and Alberta 
Thompson * * *.” 


The question was whether the life estate 


given the widow related only’ to the 
Hatchet Creek home or whether it ap- 
plied to the other three properties men- 
tioned, the result in the former case be- 
ing that the wife would take those 
properties in fee. The Trial Court held 
the former to be the proper interpreta- 
tion, but the District Court of Appeal 
reversed. 


HELD: Reversed. The wife took two 
of the three properties first named in fee 
(the Willis Street property having been 
sold by the testator). The court gives 
some significance to the fact that semi- 
colons were used instead of commas, and 
to the use of the words “said property” 
instead of “said properties.” It was not 
error to admit extrinsic evidence as to 
facts and circumstances attending ex- 
ecution of the will, yet not error to ex- 
clude statements of the testator to the 
“serivener,” a lawyer, as to his inten- 
tions, since this was a patent and not 
a latent ambiguity. 


Note: This is probably a case where 
the typist’s choice of punctuation deter- 
mined who took the property. Had the 
draftsman said, “said last mentioned 
property,” the question of semicolon 
versus comma would not have become 
significant. 


WILLS — Construction — Rule in 
Shelley’s Case Applies Only When 
Heirs Intended 


Illinois—Appellate Court 

Orme v. Northern Trust Co., 29 Ill. App. 2d 75, 

172 N.E. 2d 413. 

The will left property in trust with 
the income payable to testatrix’s three 
grandchildren for life. On the death of 
the last to die of the three grandchil- 
dren, the trust property was to be dis- 
tributed equally among the grandchil- 
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dren’s “children or heirs.” Gifts over 
were provided if a grandchild dieq 
“without issue.” 

A grandchild, Louise de Haven, died 
and devised her interest in the testatrix’s 
estate to petitioner, Orme. Orme eon. 
tended that the Rule in Shelley’s Cage 
operated so as to vest in Louise de 
Haven a fee simple in one-third of the 
trust corpus, consisting of Chicago rea] 
estate. The lower court held the Rule in. 
applicable. 

HELD: Affirmed. The words “children 
or heirs” meant issue and did not mean 
heirs in the technical sense. The gift over 
on the death of a grandchild “without 
issue” and a subsequent provision of the 
will which provided that the property 
should “remain intact from the husbands 
or husband of any or either “grandchild 
evidenced the testatrix’s intent to ex. 
clude anyone except her grandchildren 
and their lineal descendants from shar- 
ing in her estate. 


WILLs — Contractual, Joint & Mvu- 
tual — Enforceability of Agree- 
ment to Devise 


California—District Court of Appeal 

Alocco v. Fouche, 190 A.C.A. 287 (March 20, 

1961). 

HELD: (1) Where husband and wife 
executed joint and mutual will in which 
each agreed not to change it and that 
all property owned by them was to go 
to the survivor and on death of survivor 
to be divided equally between two chil- 
dren, a subsequent devise by the sur- 
vivor of entire estate to one child can 
be set aside by the other as to one-half. 

(2) Distribution in probate of entire 
property to one was not conclusive on 
other child since jurisdiction over con- 
tracts to make a particular disposition 
of property by will rests in equity and 
not in probate. 


WILLs — Contractual, Joint & Mv- 
tual — Husband’s Heirs Took on 
Death of Surviving Wife 


Iowa—Supreme Court 


In the Matter of Estate of Croulek, 107 N.W. 24 
7a 


Husband and wife executed reciprocal 
wills, each giving the other all property 
owned at death and each will stated 
that it was not executed pursuant to any 
contract and that the right was reserved 
to modify, reject or alter the will at any 
time. Iowa has an anti-lapse statute 
which provides that if a devisee dies be- 
fore the testator, his heirs shall inherit 
the property devised to him, unless from 
the terms of the will a contrary intent 
is manifest. 

The husband died first and his will 
was admitted to probate. The surviving 
wife was appointed executrix and she 
died a month after her husband. The 
heirs of the wife contended the wills were 
mutual and reciprocal or reciprocal and 
should be construed to be the will of the 
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first to Jie and that therefore the wife’s 
will wes of no effect and the property 
passed 9 them as intestate property. 
HEI ): The heirs of the husband took 
under ‘ce antilapse statute pursuant to 
the wil. of the wife and the heirs of the 
survivi' 2 wife took nothing. The instru- 
ments ere clear and unambiguous and 
the pro ‘erty passed in the same manner 
and to ‘he same persons as if the wills 


were executed on different occasions. 


WILLs -— Probate — Document Re- 
jected on Accounting 


Pennsylvania—Supreme Court 
Monske Will, 402 Pa. 610. 


A writing purporting to be the will 
of decedent was accepted for probate 
by the Kegister of Wills and Letters of 
Administration ¢c. t. a. were issued. In- 
stead of appealing from probate, at the 
audit of the Administrator’s account in 
the Orphans’ Court, all parties in inter- 
est agreed that the Court should deter- 
mine whether the writing was a will 
or not. The lower Court decided that it 
was merely a collection of notes, memo- 
randa and reminders for future use and 
without animus testandi, set it aside and 
awarded the estate to the next of kin 
under the intestate laws. A claimant un- 
der the alleged will appealed. 

HELD: Affirmed. 


WILLS —— Probate — No Undue Influ- 
ence Found Where Lawyer was 
Beneficiary 


* Nevada—Supreme Court 


In re Peterson’s Estate, 360 P. 2d 259. 


One of the beneficiaries of the will 
was the attorney who drafted it and 
aided the testator in executing the same. 
The will was contested on many grounds 
and the contesting party attempted to 
prove a prior will. The attorney who was 
one of the beneficiaries of the subse- 
quent will renounced his interest prior 
to the trial of the case. The trial court 
held that there was no undue influence 
by the attorney so as to upset the subse- 
quent will. 

HELD: Affirmed. When an attorney 
drafts a will which contains a gift to 
him, the law raises a rebuttable presump- 
tion that the gift was a result of undue 
influence, unless it appears by a pre- 
ponderance of the evidence that the at- 
torney drafted the will in accordince 
with instructions given him by the testa- 
tor. The mere possession of influence and 
the opportunity and motive to exercise 
it are not sufficient to invalidate a will 
on the ground of undue influence. 

There is a hopeless division of authority 
as to whether the burden of proof as to 
mental capacity is upon the party who 
alleges incapacity or upon the pro- 
ponents of the will. The courts of Nevada 
have had no occasion to adopt either 
tule, and it is not necessary to adopt 
arule at this time. 
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EXPENSES — Guardian Entitled to 
Reimbursement from Support Trust 
of Expenses Paid by Him 

California—District Court of Appeal 

Estate of Mullins, 190 A.C.A. 476 (March 22, 

1961). 

Testatrix set up testamentary trust 
for support of her daughter and grand- 
daughter, expressly authorizing use of 
“whatever of the principal may be neces- 
sary.” Granddaughter was an incompe- 
tent. Her guardian paid out funds for 
her support in excess of amounts fur- 
nished him by the trust. After her death 
he petitioned the court for repayment to 
him of funds contributed to incompe- 
tent’s support. 

HELD: The court sitting in probate 
had jurisdiction of guardian’s petition 
to require the trustee to reimburse him. 
He was entitled to reimbursement of 
additional monies expended by him. 


LivING Trusts — No Valid Inter 
Vivos Gift Where Grantor Retains 
Control of Trust Bank Account 

New Jersey—Superior Court 

Howard Savings Institution v. Kielb, 168 A. 2d 

452. 

Testatrix opened separate bank ac- 
counts in trust for her son in 1931, 1946, 
1948, and 1950. He was her only child 
and lived with her at time of her death 
in 1957. Son had no knowledge of ac- 
counts until after his mother’s death. 
Over years, mother made several with- 
drawals from one account, one with- 
drawal from another, and none from 
other two. At time of her death, trust 
funds constituted her principal liquid as- 
set. Action was brought by executor and 
trustee under will for instructions con- 
cerning accounts. 

HELD: No valid 


inter vivos gift. 


Mother retained control over accounts. 
Presumption of gift from form of ac- 
count designation is rebutted by fact 
that mother did not divest herself of 
ownership or dominion over property. 


WILLs — Probate — Republication 
of Will by Second Codicil Does 
Not Revoke Appointment of Ex- 
ecutor Made by Prior Codcil 


U.S. Circuit Court of Appeals— 
District of Columbia Circuit 


Remon et al, appellants v. American Security 
and Trust Co., Appellee; No. 15,990, decided 
Feb. 23, 1961. 

Remon executed a will on March 24, 
1951, in which he named the appellee 
bank as executor and trustee. On March 
4, 1959, he executed a codicil revoking 
the appointment of the bank as executor 
and appointing his wife and daughter 
as co-executrices and republished his 
will in all other respects. On October 1, 
1959, he executed a second codicil leav- 
ing a bequest to a friend and reaffirmed 
the will of March 24, 1951. The District 
Court ruled that where a second codicil 
republishes a will, the first or inter- 
mediate codicil “falls by the wayside,” 
and accordingly appointed the bank as 
executor. 

HELD: Reversed. The testator having 
revoked the appointment of the bank as 
executor, nothing short of a clear inten- 
tion to revive the bank’s appointment can 
satisfy the statute in the District of 
Columbia. Even a republishing of the 
will merely ratifies the will as modified 
by its codicils. The different instruments 
must be read together as an expression 
of a single testamentary act. It was 
clear that the testator, by executing his 
second codicil, did not revoke the ap- 
pointments of his wife and daughter. 
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CANADIAN TRUST QUOTES 
(Continued from page 430) 


province and our country and in the 
extent of our natural resources. It is 
up to us to reap the benefits of these 
resources and we will be rewarded to 
the extent that we risk the very con- 
siderable capital which together we have 
accumulated, and which indeed has been 
invested within the country, but more 
conservatively, participating less in the 
growth of our economy. 

Societe Nationale de Fiducie, Montreal 


For the eighth consecutive year new 
business in Estates, Trusts and Agencies 
exceeded that of any previous year... 
The net increase in the past eight years 
is equivalent to the net increase in the 
preceding 35 years ... On January 5, 
1961, Wood, Gundy & Co., Ltd., as agents 
for a financial group which includes The 
Toronto-Dominion Bank, offered to pur- 
chase all the outstanding shares of this 
Corporation . . . holders of more than 
90% of the outstanding shares have al- 
ready accepted the offer . .. It is not 
intended to make any change in the 
present management and method of the 
Corporation. The Corporation will con- 
tinue its business relationships with all 
chartered banks, as heretofore, as like- 
wise will the Toronto-Dominion Bank with 
other trust companies. The Toronto Gen- 
eral Trusts Corporation has had a long 
and close relationship with the Toronto- 
Dominion Bank. The trust facilities pro- 
vided through our eleven offices from 
Montreal to Vancouver are comple- 
mentary to those of the Bank and this 
closer association between the oldest 
bank with a Head Office in Toronto and 
the first established trust company in 
Canada will make available a more com- 
plete range of services to the clients of 
both. 


Toronto General Trusts Corp., Toronto 


Increased business in all departments. 
Victoria & Grey Trust Co., Lindsay 


Estates, Trusts, Trusteed Pension 
funds and Agencies increased by over 
$4,000,000 despite substantial distribu- 
tions. The volume of business in this De- 
partment has now passed the $40,000,- 
000 mark. New appointments exceeded 
those of preceding years ... The Elmira 
Branch was opened and the new Galt 
office should be ready for occupancy in 
six months. 

Waterloo Trust & Savings Co.., 
Kitchener 


A AA 


e The 1961 Canadian capital spending 
program will rise about 1.7%, or around 
$136 million, to an estimated $8.3 bil- 
lion, according to a report of the Bank 


of Montreal. While modest in amount, 


the trend is encouraging. 
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ANAGEMENT 
«| IN DEPTH 


434 As a major executive of a successful company, 
452 
48s he has given a good deal of his best thinking in 


482 recent years to the choice of the right successor. 
438 


a But...in one area he is still not protected— 
....434 


als an important and personal area. No qualified 
4 . 


successor has been chosen to manage his 
468 investments; to safeguard his family and his 


estate, as executor and trustee. 


At the Trust Company, the trained talent 
ca 427 . 
is at hand—thoroughly experienced in coping 


with problems like his. The administration 


of estates and trusts is our primary responsibility 
h Cover 
_ . —as it has been for 108 years. 


=) Unirep States Trust Company 


a oF New York 
cil -— 


45 Wall Street 











His hand does your client’s arithmetic 


He is the Connecticut General man. Attorneys every- 
where are finding his exclusive ‘‘Asset Analysis” a 
valuable aid in the planning of their clients’ affairs. 
Using his special training, the CG man reviews assets, 
liabilities, plans — and then compiles an objective sum- 
mary of the whole. Careful consideration is given to 
the client’s hopes and ambitions. When all the facts 
are in, the CG man makes his suggestions — pointing 
out factors that could cause unnecessary estate shrink- 
age for counsel by you, the attorney. Insurance needs 


Life / Accident / Health / Group Insurance / Pension Plans 


are viewed in the totality of your client’s objectives, 
not as an isolated element. With this service available 
to your client, you save the time you might otherwise 
spend on routine fact finding. And you can more quickly 
give your client the full benefit of your counsel. 

Now is a good time to get acquainted with your local 
CG man. We think you’ll find a friend in his special 
skills. You will find he can add new dimensions to the 
service you can perform for any client. Connecticut 
General Life Insurance Company, Hartford. 
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